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CEDARBAUM J.

Plaintiff Pilates, Inc. sues defendants Current Concepts,
Inc. and Kenneth Endel man for infringing two of plaintiff’s
regi stered trademarks in the word PILATES. One mark is
regi stered for certain types of equipnment used in the “Pil ates
met hod” of exercise. The other mark is registered for use in
connection wth exercise instruction services. Plaintiff seeks
only declaratory and injunctive relief. A bench trial was held
fromJune 5 to June 26, 2000.

Because defendants did not contest infringenment, the central
issue at trial was the validity of plaintiff’'s marks. Defendants
asserted, in essence, six defenses to plaintiff’s claim of
infringenment: (1) the marks are generic; (2) the marks were
abandoned; (3) the marks were inproperly assigned in gross; (4)
the marks were registered fraudulently; (5) defendants are prior
users of the marks; and (6) plaintiff’s clainms are barred by the
doctrine of *“unclean hands.”

After considering all the evidence, observing the denmeanor
of the witnesses, and considering the plausibility and
credibility of the testinony, | conclude that defendants have
proven by clear and convincing evidence that: (1) both of the
mar ks at issue are generic; (2) if there ever was a Pl LATES
equi pnrent trademark, it had been abandoned | ong before plaintiff

applied for its registration, and its registration was obtai ned



by plaintiff through fraud; and (3) the exercise instruction
service mark was invalidly assigned in gross. The foll ow ng
shall constitute ny findings of fact and concl usi ons of | aw

pursuant to Fed. R Civ. P. 52(a).

BACKGROUND

The Parties

Plaintiff Pilates, Inc. is a Montana corporation with
of fices at 890 Broadway and 2121 Broadway in New York City.
Plaintiff’s business includes providing instruction in the
Pil ates nmethod of exercise, training Pilates instructors, and
selling Pilates equi pnent and nerchandise. Pilates, Inc. is the
regi stered hol der of the trademarks at issue in this suit. Sean
Gal | agher is the President and sol e sharehol der of Pilates, Inc.
Def endant Current Concepts, Inc. is a California corporation
with its main office in Sacramento, California.! Defendant
Kennet h Endel man is President of Current Concepts and owns 50% of

its shares.

1. The Tradenarks

! Current Concepts has been doi ng busi ness as “Bal anced
Body” for several years. Current Concepts formally changed its
nanme to Bal anced Body, Inc. in 1999. For convenience, and
because Endel man’s busi ness was known as Current Concepts during
nost of the relevant years in this case, this defendant will be
referred to as Current Concepts throughout the opinion.
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Two trademarks are at issue in this case.? PILATES, U S.
Regi stration No. 1,405,304, was registered by Aris |sotoner
d oves, Inc. on August 12, 1986 for “exercise instruction
services” (the “PILATES service mark”). PILATES, Registration
No. 1,907,447, was registered by plaintiff on July 25, 1995 for
“exercise equi pnment, nanely refornmers, exercise chairs, trapeze
tabl es, resistance exercise units and spring actuated exercise
units” (the “PILATES equi pment mark”).3

It is undisputed that the PILATES service mark is
incontestable. See 15 U . S.C. 8§ 1065. The PILATES equi prent mark
is contestable. Both marks are in full force and effect on the

Princi pal Register.

2 Defendants al so chal |l enge the mark PILATES STUDI O, which
was registered by Healite, Inc. on June 19, 1990 for “providing
facilities for exercise and physical conditioning.” However,
def endants | ack standing to contest this mark. Endel man admts
that his business has never used the nane PILATES STUDI O. There
is no evidence that defendants intend to use the PILATES STUD O
mark. Moreover, plaintiff is not suing defendants for infringing
the PILATES STUDI O mark. There is thus no justiciable case or
controversy with respect to the PILATES STUDI O mark. See Lujan
v. Defenders of Wldlife, 504 U S. 555, 560, 112 S. C. 2130,
2136, 119 L. Ed. 2d 351 (1992) (standing requires injury which is
“concrete and particularized” and “actual or inmnent, not
‘conjectural’ or ‘hypothetical’”) (citations omtted); Berni v.
Int’| Gournet Restaurants of Anerica, Inc., 838 F.2d 642, 648 (2d
Cr. 1988); Houbigant, Inc. v. ACB Mercantile, Inc., 914 F. Supp.
997, 1002 (S.D.N. Y. 1996).

3 The PILATES service mark and Pl LATES STUDI O mark were
originally registered in 1982, but the registrations | apsed.
Def endants do not argue that these | apses have any inpact on the
validity of the marks



1. Events During the Lifetinme of Joseph Pil ates

Joseph Hunbertus Pilates was born in Germany in 1880.
Starting in or around 1914, when M. Pilates was interned in
Engl and with other German nationals during World War |, he
devel oped a nethod of conditioning incorporating specific
exerci ses designed to strengthen the entire body, wth enphasis
on the | ower back and abdom nal region, while at the sane tine
enhancing flexibility. M. Pilates devel oped nunmerous pieces of
equi pnent for use in connection with his nethod of conditioning.
Most of these pieces of equipnent utilize springs to provide sone
form of resistance against which the person performng the
exerci ses can work. The nbst prom nent anong these pieces of
equi pnent are the “reforner,” the “Cadillac” (al so known as a
“trap table”), the “Winda Chair,” and various “barrels,” one of
which is referred to as a “spine corrector.”

In the md-1920s, M. Pilates and his wife, Clara, emgrated
to the United States. They noved into an apartnment at 939 Ei ghth
Avenue in New York City and opened an adjoi ning studio at which
they provided training in the nethod of exercise M. Pilates had
devel oped. During M. Pilates’ lifetinme, his nethod of
condi ti oni ng, which he sonetines called “control ogy,” gained a
positive reputation in the New York City dance conmunity.

In 1941, Romana Kryzanowska, then a dancer in Ceorge

Bal anchi ne’ s dance conpany, was referred to M. and Ms. Pilates



for rehabilitation of an ankle injury. At that tine, the studio

had a gl ass door which read, in black ink, “Contrology -- Art of

Control -- Pilates Studio -- Joseph Pilates,” with each of these

four terns on descending levels. Kryzanowska trained and studied
wth M. and Ms. Pilates until 1944, when she married and noved

to Peru. Kryzanowska lived in Peru until 1959.

Bet ween 1927 and 1951, M. Pilates obtained patents for
several of the pieces of exercise equipnent he invented. He
pl aced netal plaques on his equipnent to identify the name of the
apparatus and the patent nunber. For exanple, one pl ague
identified the PILATES UNI VERSAL REFORMER as made by PI LATES
STUDI OS OF CONTROLOGY

After 1959, the studio becanme |ess active because the
condition of the building deteriorated and the nei ghborhood
becane nore dangerous.

Throughout his lifetime, M. Pilates pronoted his nethod of
exercise and attenpted to increase its use by the public. For
exanpl e, as Kryzanowska related, “[M. Pilates] wanted al
colleges mainly to have this exercise program because he
t horoughly believed in it and thought it would be good for the
human race and even children in schools.” M. and Ms. Pilates
never did anything to prevent others fromusing their nanme to
descri be what they taught.

In 1965, M. Pilates opened a studio in the beauty sal on at
Henri Bendel, a departnent store in New York Cty, at which his
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met hod of conditioning was taught. Naja Corey, who had been
trained by M. Pilates, was the instructor at the Bendel facility
until 1972. Corey was succeeded by Kathleen G ant, who had al so
been trained by M. Pilates. The Bendel store directory included
a sign for “Pilates Studios.” Gant worked at the Bendel
facility until it closed in 1988.

Wiile M. Pilates was alive, he taught a nunber of students
who went on to becone Pilates instructors thensel ves. Anbng
t hese students were Bruce King, Carola Trier, Bob Steed, Naja
Corey, Kathy Grant, Ron Fletcher, and Eve Gentry.

M. Pilates died in 1967. He did not | eave a wll.

| V. I1967 to 1984: 939 Studio Corporation and Pil ates Studio,

nc.

After M. Pilates’ death, Clara Pilates continued to teach
at and run the studio until 1970.

Ms. Pilates was represented by John Steel, an attorney,
begi nning in or around 1970 and continuing until her death.
Steel was also a Pilates student and close friend of M. and Ms.
Pilates. On March 3, 1970, Steel fornmed a New York corporation
called 939 Studio Corporation (939 Studio”) whose purpose was to
own and operate the studio at which M. and Ms. Pilates had
taught and provide support for Ms. Pilates. |In Septenber 1971,
Steel formed a limted partnership between 939 Studi o and
approxi mately 20 investors who wi shed to keep the studi o open.
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939 Studio was the general partner and the investors were limted
partners. The limted partnership purchased the assets of her
studio fromMs. Pilates. At sone point during this period,
Kryzanowska agreed to take over the responsibilities of running

t he studi o.

In or around 1972, the studio noved from 939 Ei ghth Avenue
to 29 West 56th Street in New York Cty. After the nove, the
studi o gained nore clients.

On June 4, 1973, 939 Studio changed its nanme to Pil ates
Studio, Inc. (the “first Pilates Studio, Inc.”)* That sane year,
Kryzanowska becane a 50% sharehol der of the first Pilates Studio,
Inc. The remai ning shares were owned by the Iimted partners of
939 Studio. Cara Pilates died in 1976.

The State University of New York at Purchase (“SUNY
Purchase”) maintained a facility from 1975 through 1990 at which
students received instruction in the Pilates nmethod. SUNY
Purchase never paid anyone for its use of the nane “Pil ates
Studi o at SUNY Purchase.”

During the 1970s, Kryzanowska facilitated the sale of
Pi | at es equi pnent by a manufacturer naned Donald Gatz to sone of

her students. Kryzanowska forwarded orders and paynents fromthe

4 This term nology is used to avoid confusion. The “first
Pilates Studio, Inc.” will be used to refer to the renanmed 939
Studio, while the “second Pilates Studio, Inc.” will be used to
refer to the corporation operated by Healite, Inc. in the late
1980s. The “Pilates Studio” wll be used to refer to the nane of
a particular studio location with that nane.
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buyers to Gatz, and G atz would then ship or directly deliver
the equi pnment to the buyers. Kryzanowska sonetinmes added an
extra amobunt to the price as conpensation for her participation
in the transactions. Buyers sonetinmes ordered directly from
Gratz rather than through Kryzanowska. The first Pilates Studio,
I nc. never manufactured equi pment itself, nor did it |icense
anyone to manufacture equi pnent. Before her death, Clara Pil ates
gave M. Pilates’ original equipnent blueprints to Ron Fl etcher
for Fletcher’s use in having equipnent built in California.

Al so starting during the 1970s, Kryzanowska trai ned people
to teach the Pilates nethod, although there was no forma
certification program Sonetines Kryzanowska provided a letter
of recommendation to students who intended to teach Pilates on
their own.

The first Pilates Studio, Inc. initiated a few |l awsuits and
sent some cease and desist letters in the early 1980s.

During the 1970s, defendant Endel man becane involved in
manufacturing Pilates equipnent. Prior to 1975, Endel man
conducted a furniture business |ocated in Los Angel es,
California. Current Concepts first existed as a furniture design
busi ness and was established in or around 1974.

Endel man first learned of the Pilates nethod and of the
equi pnent M. Pilates had invented in |late 1975 or early 1976
when a client asked himto manufacture a reforner. |In 1976 or
1977, Current Concepts started to manufacture equi pnent for use
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with the Pilates nmethod. Current Concepts noved to Sacranento,
California in 1980 and has operated there continuously since that

tine.

V. 1984 to 1986: Aris |sotoner

In 1984, the first Pilates Studio Inc.’s assets were sold to
Aris |Isotoner Qoves, Inc. (“Aris Isotoner”). Aris Isotoner’s
t hen-president and CEQ, Lari Stanton, was a student of
Kryzanowska’s who wanted the studio to survive despite its
financial difficulties.

Aris |sotoner bought all of the studio’ s assets in an
agreenent dated August 14, 1984. A separate assignnment of the
studi 0’s trademarks was executed on Septenber 24, 1984. The
assignment fromthe first Pilates Studio, Inc. to Aris |sotoner
provided for the transfer of the service marks PILATES and
Pl LATES STUDI O and the trademark MAG C Cl RCLE, along wth the
trade nanes PILATES, PILATES STUDI O and PI LATES STUDI CS. The
assignment did not nention a trademark for equi pnent.

Kryzanowska continued to teach at the studio as an enpl oyee
of Aris Isotoner. She continued to give letters of
recommendation to students whom she trained to teach Pil ates.

During these years, Aris Isotoner listed its exercise
busi ness in the Manhattan tel ephone directory as “Isotoner

Fitness Center.” This nanme was al so used in advertisenents for
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t he studi o.

Aris Isotoner never manufactured Pil ates equi pnment or
provided a |icense to anyone to manufacture such equi prment.
Kryzanowska continued to facilitate the sale of equipnent while
wor king for Aris |sotoner.

Aris Isotoner sent sone cease and desist letters and settled
a trademark infringement |awsuit relating to the PILATES marks
during this period. Aris Isotoner never |icensed any of the
Pl LATES mar ks.

Because the studio was | osing noney and Lari Stanton was
unabl e adequately to manage both the studio and Aris |Isotoner’s
ot her busi ness sinultaneously, Stanton decided to sell the assets

of the studio.

VI. 1986 to 1992: Healite

A 1986 to 1989: Healite Operates The Pilates Studio

On Decenber 30, 1986, Aris Isotoner transferred all assets
related to its Pilates business to Healite, Inc. for $15, 000.
Healite Inc. was wholly-owned and operated by We-Tai Hom a
student of Kryzanowska. A separate assignment of the trademarks
was executed on the sanme day. The assignnment naned the sane
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mar ks as those described in the assignment to Aris Isotoner. No
equi pnent trademark was nenti oned.

Healite noved the Pilates Studio to a new | ocation at 160
East 56th Street in New York Cty. On January 6, 1987, Healite
i ncorporated a new Pilates Studio, Inc. The second Pilates
Studio, Inc. was a wholly-owned subsidiary of Healite.

Kryzanowska continued to teach at the Pilates Studio.
Kryzanowska and Hom i npl emented a nore formalized training
program for Pilates teachers. They issued certificates to
instructors who had conpleted the Pilates teacher training
pr ogr am

Hom sol d sonme Magic Circles to individuals in California.
He al so placed at | east one magazi ne adverti senment on behal f of

hi s busi ness.

B. 1989 to 1992: dosing O The Studio

Heal ite was unable to nake the Pilates Studio into a
financial success. The studio was |osing noney and coul d not pay
its rent. On April 1, 1989, Healite's financial difficulties
resulted in the closing of the East 56th Street studio, Healite's
only studio. On that day, upon their arrival at the studio the
studio’ s instructors and clients found the studio closed and the
door | ocked.

Wee-Tai Homimredi ately sent the studio’s clients a letter
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referring themto Body Art, Sichel Chiropractic, and The Gym?®
The letter was printed on Body Art stationery, although Hom
signed as President of Pilates Studio, Inc. Homcreated a
schedule for the instructors who used to work at the East 56th
Street location, assigning themto specific tinmes at either Body
Art or The Gym Homreceived one or two dollars as a referral
fee for each client served at the three |ocations.

Hom di stri buted sone cards advertising the three |ocations.
Hom al so distributed in person and by mail a nunber of fliers
advertising a piece of equipnment called the “Pil ates Exerciser”
and pronoting the Pilates nmethod. The fliers refer to Healite
and the Pilates Studio. It is not clear when these materials
wer e distributed.

Hom sol d sonme equi prent and books in July of 1989. Hom al so
pl aced sone advertisenents in Dance magazi ne during 1990 and
1991. The advertisenents included a toll-free tel ephone nunber
which rang in Homis home. Homwas billed personally for these
advertisenents.

Used equi pnrent fromthe East 56th Street Studi o was
di stributed anong three locations in New York Cty: Sichel
Chiropractic, Body Art Exercise Ltd. (“Body Art”), and The Gym
Healite did not open another facility at which the Pil ates nethod

was taught.

> “The Gyni later came to be known as “Drago’s.”
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On May 10, 1991, the owner of The Gym Dragutin Mehandzic
(“Drago”), paid Hom $3000 for all of the equi pment Hom had noved
t here when the East 56th Street studio closed in 1989. Between
1989 and 1991, Drago had paid Homone to two dollars for each
custonmer Homreferred to The Gm The Gym never had any
i censi ng agreenent or other paynent arrangenment with Healite or
t he second Pilates Studio, Inc.

Hom engaged in a nunber of sporadic Pilates-related
activities on his own behalf. He gave a lecture at the
International Ballet Festival in Jackson, M ssissippi in 1990 and
he taught a Pilates course at New York University in 1990.

Hom certified a student in February, 1990, signing as
“president” of an unspecified business. He approached a few
peopl e regarding selling the Pilates marks, including defendants.
As a substitute for returning $300, he volunteered a one-year
license to Any and Rachel Taylor to use the Pilates nanme in
connection with their studio in Col orado.

Neither Healite nor the second Pilates Studio, Inc. filed
any federal income tax returns from 1988 through 1993.

After April 1, 1989, Kryzanowska taught Pilates at The Gym
where she continues to teach today. She also taught at Body Art
for a few nonths.

During this period, Sean Gl |l agher, who would later form
plaintiff Pilates, Inc., was engaged in a separate Pil ates-
oriented business. In 1990, Gall agher and Steve G ordano forned

15



Synergy Exercises Systens (“Synergy”). Gallagher and G ordano

al so established “The Pilates Guild” in or around 1990. Synergy
provi ded Pil ates exercise instruction services, set up studios to
teach the Pilates nethod, and sold Pil ates equi pnent. Synergy
did not have a license to use the words “Pilates,” “Pilates

met hod,” or “Pil at es-based.”

VI1. 1992 to Present: Plaintiff Purchases And Polices The PILATES

Mar ks

Sean Gal | agher acquired the trademark registrations for the
Pl LATES service mark and PI LATES STUDI O for $17,000 under an
asset purchase agreenent effective August 3, 1992.°%° The
agreenent did not nention a trademark for equi pnent. Mbreover,
Healite represented in the agreenent that “[e] xcept for the
[marks listed], Healite presently owns no other mark containing
the word ‘Pilates’ or referencing ‘Pilates’ in any manner.”
Gal | agher al so acquired the studio’s archives, which included
phot ogr aphs, busi ness records, books, filnms, and other docunents
dating back as early as the 1940s. Gall agher destroyed eighty
percent of the papers he received. Gallagher also acquired
client lists, which he threw away within a year.

Gal | agher incorporated Pilates, Inc. in 1992. In June 1994,

6 Gl | agher paid $6000 to Hom personally and $9000 to Homi s
| awers with “for Healite” noted on the check. He paid the
remai ni ng $2000 i n cash.

16



Gal | agher assigned the Pilates marks to Pilates, Inc.

On Septenber 25, 1992, Gall agher applied for a trademark
regi stration for PILATES for use on exercise equi pnent. The
application was denied in March 1994. (all agher eventually
obtained registration for a PILATES equi pnent marKk.

In 1993, plaintiff began to develop a formal teacher
certification program headed by Kryzanowska. Kryzanowska was,
and is, an independent contractor. Plaintiff grants certified
instructors a license to use its PILATES marks in specified
fashions. Plaintiff currently has |license agreenents with
approxi mately 450 instructors.

Shortly after purchasing the PILATES marks, plaintiff had an
arrangenment with defendants under which defendants manufactured
Pil ates equi pnent and sold it to plaintiff for resale. The
arrangenent was of short duration.

Starting in 1996 or 1997, plaintiff entered into a |licensing
agreenent with Stam na Products. Under this agreenent, Stam na
sells Pilates equi pnent through mass market outlets, including
the QVC network, to consumers who have not been trained in the
Pilates method. Stamna’s best-selling Pilates product has been
the “Pilates Perforner.” The majority of plaintiff’s revenue
cones fromits licensing agreenent with Stam na

Plaintiff has vigorously enforced the PILATES marks since it
acquired them Plaintiff has sent hundreds of cease and desi st
letters to purported infringers and has sued for trademark
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infringenment in several other cases. One of those actions
resulted in a settlenent between plaintiff and the Joseph H
Pi |l ates Foundation for Physical Fitness, a non-profit corporation
oper ated by Endel man.

Plaintiff currently operates studios in New York, Chicago,

Atl anta, Philadel phia, Seattle, and Brazil.

VIIT. H story OF This Action

Plaintiff filed a conpl aint against Current Concepts and
Endel man in 1996 alleging three clainms of trademark infringenent
and unfair conpetition and seeking declaratory and injunctive
relief. Plaintiff filed an anmended conplaint |ater that year
adding a claimfor fal se designation of origin.

Def endants asserted nunerous affirmative defenses and four
counterclains in their answer and naned as counterclaim
def endants Sean Gal | agher, The Pilates Studio, The Pilates CGuild,
and Perform ng Arts Physical Therapy. Defendants also filed a
class action conpl aint agai nst those sane entities seeking
cancel lation of plaintiff’s marks and unspecified danmages.

Plaintiff did not oppose class certification. | certified
the class. However, | decertified the class with the consent of
counsel for both sides for reasons stated on the record at the
final pretrial conference. (Transcript of Proceedi ngs, My 31,

2000, at 2-10.) | also dismssed all of defendants’
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counterclains for |ack of supplenental jurisdiction.” | allowed
defendants to maintain on their own behalf the class action

cl ai ms seeking cancellation of plaintiff’s marks pursuant to 15
UsSC § 1119.8

An el even day bench trial was held in June, 2000.

DI SCUSSI ON

Burden of Proof

The parties are in agreenent that defendants bear the burden
of proving each of the defenses asserted in this action. The
parties also agree that defendants’ fraud defense nust be proven

by clear and convincing evidence. See Oient Express Trading Co.

v. Federated Dep’'t Stores, Inc., 842 F.2d 650, 653 (2d G r

1988); Ushodaya Enter., Ltd. v. V.R'S. Int’l, Inc., 63 F. Supp.

2d 329, 335 (S.D.N. Y. 1999). However, the parties are in
di sagreenent concerning the proper standard of proof for
def endants’ genericness and abandonnent defenses. Plaintiff

argues that these defenses nust be proven by clear and convincing

" Defendants’ counterclaimfor trade disparagenent was
di sm ssed pursuant to a stipulation anong the parties earlier in
t he case.

815 U.S.C. § 1119 provides: "In any action involving a
regi stered mark the court nmay determne the right to
regi stration, order the cancellation of registrations, in whole
or in part, restore canceled registrations, and otherw se rectify
the register with respect to the registrations of any party to
the action.”
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evi dence, while defendants argue that a preponderance of the
evi dence standard is applicable.

In a handful of cases, the Court of Appeals has expl ai ned
that a higher standard of proof is applicable to a defense of

abandonnent. See Saratoga Vichy Spring Co. v. Lehnan, 625 F.2d

1037, 1044 (2d Cir. 1980) (“[A] bandonnment, being a forfeiture of
a property interest, should be strictly proved, and the statutory
aid to such proof should be narrowy construed.”) (citation

omtted); Warner Bros. Inc. v. Gy Toys, Inc., 724 F.2d 327, 334

(2d Cir. 1983) (requiring a “high burden of proof” to show
abandonnent of a trademark). A nunber of district courts have
interpreted these cases as holding that a clear and convi ncing
standard is applicable to the defense of abandonnent. See MKay

v. Mad Murphy’s, Inc., 899 F. Supp. 872, 878 n.5 (D. Conn. 1995)

(explaining that, with respect to an abandonnent defense, the
preponderance of the evidence standard “is the mnority view of
the Grcuits and is not followed in the Second Circuit”); Eh

Yacht, LLC v. Egg Harbor, LLC 84 F. Supp. 2d 556, 564-65 (D.N.J.

2000) (explaining that a majority of courts have held that
abandonment nust be proven by clear and convi nci ng evi dence).

See also CGeneral G gar Co. v. GD. M Inc., 988 F. Supp. 647, 658

(S.D.NY. 1997) (RW5) (abandonnment nust be “strictly proved”);

Frankel v. Central Mywving & Storage Co., No. 95 Cv. 6330, 1997

W 672003, at *3 (S.D.N. Y. Cct. 29, 1997) (BN (abandonnent is “a

forfeiture which nust be strictly proven”); Warner-Lanbert Co. V.
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Schick U S.A, Inc., 935 F. Supp. 130, 143 (D. Conn. 1996) (party

asserting abandonnment has a “high burden of proof”). In light of
this authority, defendants’ defense of abandonnent nust be proven
by cl ear and convi nci ng evi dence.

In contrast, no decision within the Second Crcuit requires
“strict proof” or a “higher standard” for proving genericness.
Deci sions fromother circuits expressly hold that a preponderance
of the evidence standard is applicable to a genericness defense.

See Gover v. Anpak, Inc., 74 F.3d 57, 59 (4th Gr. 1996)

(presunption of validity can be overconme with showing by a
preponderance of the evidence that a mark has becone generic);

Anti - Monopoly, Inc. v. General MIls Fun Group, Inc., 684 F.2d

1316, 1319 (9th Gr. 1982) (sane).

Since | find that defendants have proven their genericness
def ense by cl ear and convincing evidence, it is unnecessary to
deci de whet her a preponderance of the evidence would be

sufficient.

1. Infringenent

Def endants do not dispute that if the PILATES marks are

valid, they were infringed.?®

® During the trial, plaintiff also stated on nunerous
occasions that it was asserting a claimfor false advertising
under the Lanham Act based on allegedly inaccurate
identifications by defendants of Current Concepts equi pnent as
Pi | ates equi pnent. However, this claimis found neither in the
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For exanpl e, defendants placed a nunber of advertisenents in
print nmedia that infringed the PILATES marks. [In advertisenents,
def endants provi ded the tel ephone nunber “1-800-PILATES" for
readers seeking nore information. A 1992 Shape magazi ne
advertisenent reads, “The Pilates body. Get yours at a body
conditioning studio near you,” and lists a nunber of “Pil ates-
based fitness studios” to be contacted for nore information.

Def endants have continued through April 2000 to place in numerous
ot her publications advertisenents promnently featuring the term
Pl LATES.

Def endants have also infringed plaintiff’s marks in
brochures and ot her publications by Current Concepts. One
brochure which predates this lawsuit includes the “1-800-PI LATES
t el ephone nunber. Bal anced Body’'s 1998 and 1999 brochures
feature the words “Finely crafted Pilates equipnent” in |arge
print on the cover, with the word “Pilates” in reverse type
surrounded by a bl ock of dark col or

Plaintiff provided other evidence of infringenment which wll

conplaint nor in the joint pretrial order. Plaintiff has not
addressed this claimin its post-trial subm ssions. Accordingly,
plaintiff's fal se advertising claimhas been abandoned, to the
extent that it was ever properly asserted at all.

0 pPlaintiff still has not made clear whether it clains that
use of the term*“Pilates-based” by itself is an infringenent of
plaintiff’s marks. Conpare Pl. Mem at 10 (use of term“Pil ates-
based” creates confusion anong consuners) with Pl. Ans. Mem at
21 (referring to equipnment or services as “Pil ates-based” is not
i nfringenent).
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not be discussed in detail, such as infringenment through the use
of Internet domain nanes including PILATES, and infringenent
t hrough the production, marketing, and distribution of video
tapes that are described as PILATES vi deos.

Def endants have infringed the PILATES equi pnment and service

mar ks.

[11. CGenericness

A Appl i cabl e Law

A trademark or service mark that beconmes generic is no

| onger entitled to protection. Park ‘n Fly, Inc. v. Dollar Park

and Fly, Inc., 469 U S. 189, 194, 105 S. C. 658, 661, 83 L. Ed.

2d 582 (1985); Abercronbie & Fitch Co. v. Hunting Wrrld, Inc.,

537 F.2d 4, 9 (2d Gr. 1976). GCeneric marks are subject to

cancellation at any tinme. Park ‘n Fly, 469 U S. at 194, 105 S

Ct. at 661. A generic mark |lacks protection even if it is
incontestable. [d. at 195, 105 S. C. at 662.
A generic mark “is one that refers to the genus of which the

particul ar product is a species.” Park ‘n Fly, 469 U S. at 194,

105 S. CG. at 661. However, a mark is not generic when “the
primary significance of the termin the mnds of the consum ng

public is not the product but the producer.” Kellogg Co. v.

Nati onal Biscuit Co., 305 U S. 111, 118, 59 S. C. 109, 83 L. Ed.
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73 (1938); see also 15 U.S.C. § 1064(3).' This is so because
“[t]he purpose of a mark is to identify the source of [goods or

services] to prospective consuners.” Lane Capital Mnagenent,

Inc. v. Lane Capital ©Managenent, Inc., 192 F.3d 337, 343-44 (2d

Gr. 1999).

Types of evidence to be considered in determ ning whether a
mark is generic include: (1) dictionary definitions; (2) generic
use of the term by conpetitors and other persons in the trade;

(3) plaintiff’s own generic use; (4) generic use in the nedi a;

and (5) consuner surveys. See Brandwnne v. Conbe Int’l Ltd., 74

F. Supp. 2d 364, 381 (S.D.N. Y. 1999). In addition to these
factors, it is necessary to determ ne whether there are commonly
used alternative nmeans to describe the product or service.

Genesee Brewing Co. v. Stroh Brewing Co., 124 F.3d 137, 144 (2d

Cr. 1997); AJ. Canfield Co. v. Honickman, 808 F.2d 291, 305-06

(3d Gr. 1986).

B. Evi dence of Generi cness

1. Dictionary Definitions

1115 U.S.C. 8§ 1064(3) provides: “A registered mark shal
not be deened to be the generic nane of goods or services solely
because such mark is also used as a nane of or to identify a
uni que product or service. The primary significance of the
regi stered mark to the relevant public rather than purchaser
notivation shall be the test for determ ning whether the
regi stered mark has becone the generic nanme of goods or services
on or in connection with which it has been used.”
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Dictionary definitions, while not conclusive, reflect the
general public’s perception of a mark’s meani ng and are thus

hel pful in determ ning whether a termis generic. Mirphy Door

Bed Co. v. Interior Sleep Sys., Inc., 874 F.2d 95, 101 (2d Cr

1989) .

The Random House Webster's Coll ege Dictionary defines

“Pil ates” as foll ows:

Pilates (pi 1a tez). Trademark. a system of physi cal
condi tioning involving | owinpact exercises and
stretches, perfornmed on special equipnment. Also called
Pila'tes neth’ od.

Random House Webster’s College Dictionary 1000 (2d ed. 1999).

Plaintiff objects to this definition on the ground that the
definition indicates that Pilates is a trademark. However, as
the dictionary’'s editors explain, an acknow edgnment that a term
may be trademarked does not show that the termis primary
significance is to indicate a source of a product or service:

A nunber of entered words which we have reason to

beli eve constitute trademarks have been designated as

such. However, no attenpt has been nmade to designate

as trademarks or service marks all words or terns in

whi ch proprietary rights mght exist. The inclusion,

exclusion or definition of a word or termis not

intended to affect, or to express a judgnent on, the

validity or legal status of the word or termas a

trademark, service mark, or other proprietary term
ld. at iv.

Moreover, the dictionary’s publishers include the term
Pilates on the dust jacket in a listing of new words, along with

words |ike “FAQ” “road rage,” “snoothie,” and “index fund.” The
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dictionary’s publishers explain why these new words were added:
The sources of new words and nmeani ngs are mani f ol d.
They include news itens and articles in newspapers and
magazi nes, books and CD- ROMS, pl ays and novi es,
television and radi o, and the texts of electronic
dat abases like NEXIS and LEXIS. . . . Editors
periodically review the citations and sel ect fromthem
those itens that show sufficient currency and
i nportance to be recorded in the dictionary.
Physical fitness and body buil ding are novenents that
since the 1960s have enlisted the enthusiasm of
mllions, producing a host of new words, including
aerobi cs, dancercize, jazzercise, Exercycle, Pilates,
step aerobics, abs, delts, lats, and gl utes.
ld. at XxXiVv-XxXv.
This dictionary use is generic because it identifies Pilates
as a nethod of exercise. Accordingly, this factor weighs in

favor of genericness.

2. Use By Conpetitors And Persons In The Trade

Generic use of a termby a trademark hol der’s conpetitors
wei ghs in favor of genericness. GCeneric use by conpetitors which
the trademark hol der has not chall enged strongly supports a
finding of genericness. However, the lack of use of the mark by
ot her suppliers of the sanme product or service does not weigh
agai nst genericness where the holder of the registered mark
polices it in such a manner as to deter others fromusing the

termin describing their products or services. Mirphy Door Bed,

874 F.2d at 101 n. 2.

Romana Kryzanowska identified at | east two dozen individuals
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who use, or have used, the termPilates to describe their
services. Kryzanowska explained that these people were trained
in the Pilates nmethod, then “scattered” around the United States
and not only called what they taught Pilates but trained new
instructors who thenselves called what they taught “Pilates.”
Ron Fl etcher, another former student of M. Pilates, also
identified a nunber of individuals who described what they taught
as “Pilates.” He explained that over the years he net with other
Pilates practitioners and visited other facilities where the
exerci ses were taught, and that the exercises and nethod in
general were referred to as “Pilates.” Ron Fletcher also sold
equi pnent with plagues attached containing the nane “Pil ates.”

Kat hy Grant, another forner student of M. Pilates, has
taught Pilates since the 1960s and has used no other nane to
descri be what she teaches. She has taught Pilates to hundreds of
NYU students and has al ways identified what she taught to them as
“Pilates.” She has also trained Pilates teachers who have gone
on to call what they taught “Pilates.” Gant has never paid a
licensing fee to use the word Pilates in connection with her
teaching. Nor has she ever sought authorization for calling her
courses “Pil ates.”

Any Taylor studied with and was certified by Kryzanowska.
When she | ater noved to Boul der, Col orado to open her own st udi o,
she was aware of approximately twelve teachers in the area who
call ed what they taught “Pilates.” Since 1990, Taylor has run
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the Pilates Center in Boulder, offering Pilates training and
teacher certification. Taylor identified at |east ten other

i ndi vidual s or organi zations that certify teachers in the Pilates
met hod. The Pilates Center alone has certified approximately 110
people. Taylor is aware of at |east five manufacturers of
Pilates equi pnent in addition to Current Concepts.

O her witnesses!? credibly identified nunmerous individuals
and businesses that teach Pilates, train Pilates instructors, and
sell Pilates equipnment. Al of these witnesses testified that
they have no way to descri be what they teach other than the word
“Pilates.” Al of these witnesses together have trai ned hundreds
of individuals in the Pilates nethod.

Plaintiff nmakes two responses to this evidence. First,
plaintiff points out that sonme of the wi tnesses identified above
have either been sued or sent cease and desist letters by
plaintiff. However, w tnesses such as Kathy G ant and Donal d
Gratz have not been challenged by plaintiff despite prom nent use
of the Pilates nane over nmany years. Mbreover, W tnesses
identified many ot her businesses and individuals offering Pil ates
services and equi pnent, and plaintiff provides no evidence that
it has challenged all or even nost of them Accordingly, this

objection only slightly reduces the weight of this evidence.

12 Anong these witnesses were Hila Pal di; Donald G atz;
Carol Appel; Brent Anderson; Mary Sue Corrado; Dr. Janmes Garrick;
Jillian Hessel; Quentin Josephy; Mchelle Larsson; and Pat
Guyt on.
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Second, plaintiff argues that these w tnesses showed that
there are many ot her nanes to descri be body conditioning exercise
instruction services that are simlar to but distinct from
Pl LATES, such as the Ron Fletcher Wrk, | MAX, Spiralfitness, Core
Dynam cs, Corfitness, The Wl l-Tenpered Wrkout, Body Mves, and
Uni versal Reforner Technique. However, this does not undercut
the credi ble and volum nous testinony that there is no ot her way
that is commonly understood to describe Pilates exercises.

Mor eover, the evidence shows that many of these alternative nanes
wer e devel oped in response to threats of litigation, which does

not wei gh agai nst genericness. See Murphy Door Bed, 874 F.2d at

101 n.2. This objection has little inpact on the strength of
this evidence.

Accordingly, the use of the word Pil atesby conpetitors and
ot her persons in the trade weighs strongly in favor of

generi cness.

3. Plaintiff's Use

A plaintiff’s own generic use of its marks supports a
finding of genericness, as does generic use by plaintiff’s
cl ai mred predecessors.

There is no evidence that M. Pilates intended to prevent
the use of his nane in connection with services and equi prment

relating to his nethod of exercise. John Steel, the Pilates’
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friend and | awer, testified that M. and Ms. Pilates never
tried to restrict the use of their nanme by others. Kryzanowska,
plaintiff’s principal wtness, agreed that M. Pilates wanted
“the Pilates nmethod everywhere to be for the world so that
everyone could benefit fromit.”

Kryzanowska operated the Pilates Studio during the 1970s and
early 1980s and has been responsible for plaintiff’s
certification program since Gall agher purchased the Pil ates
mar ks. When asked “what do you do for a living?” at the
begi nni ng of her testinony, she replied, “I teach Pilates.”
Kryzanowska al so agreed that sone dance warmup exercises are
sonetinmes called “the Pilates,” “the way table tennis is called
pi ng pong.” Wen asked, “[w hen people tal k about Pil ates,
whet her they do it as well as you or not as well as you, they're
not tal king about you, they’ re tal king about this nethod of
exercise, correct?” Kryzanowska replied, “l hope so.” Finally,
whi l e Kryzanowska was in charge of the Pilates Studio, she

assisted in the witing of a book called The Pilates Method of

Physical and Mental Conditioning and “dictated | arge portions” to

t he book’s authors. Kryzanowska agrees that Pilates is a nethod
of exerci se.

Sean Gal |l agher used the termPilates in a generic manner
when he briefly owned the marks personally. In a letter dated
April 5, 1993 inviting “Pilates Instructor[s]” to join The
Pilates Guild, Gallagher used the word Pilates to identify a
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met hod of exerci se:

The Pilates Studio is also determ ned, for |lack of a

better phrase, to nake Pilates a “household” word. As

you know, The Pil ates Exercise System has been a

virtual exercise secret for over seventy years.

Qutside of New York and Los Angel es, even exercise

ent husi asts have little or no know edge of the system

It is only thanks to the enduring quality of Pilates

exercise and the persistent and conmtted efforts of

Pilates instructors in these and other cities that

Pil ates hasn’t di sappeared altogether!

See also Def. Ex. 1068 (New Mexico trademark application to
“provide instruction in Pilates exercise systeni); Def. Ex. 1062
(Col orado trademark application “to offer instruction in The

Pil ates Exercise Systen{,] provide facilities for Pilates
Exercise, sell pilates Exercise Equi[pnent]”); Def. Ex. 1070
(federal trademark application for “Pil ates-based” mark “for
exerci se and physical conditioning for the Pil ates exercise
system and net hod”).

Finally, plaintiff Pilates, Inc. has used PILATES in a
generic manner on a nunber of occasions. For exanple, in an
undat ed nenmorandumto all certified teachers by El yssa Rosenberg,
Associate Director of The Pilates Studio, plaintiff advises that
“a change has been made to nmake The Method | ess generic in its
description to the public and within the community.” The change
requires instructors to stop referring to “The Pil ates Mt hod”
and instead call it “The Pilates Method of Body Conditioning,”

and to refer to “the nmethod” as “The Method.” Moreover,

plaintiff's lawers frequently used Pilates in a generic sense
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during the course of the trial.?®

Plaintiff argues that this evidence is irrelevant because it
currently polices its marks vigorously and none of the uses
descri bed were made in connection with prospective purchasers of
instruction services or exercise equi pnent. But when “the mark
has ‘entered the public domain beyond recall,’” policing is of no
consequence to a resolution of whether a mark is generic.”

Mur phy Door Bed, 874 F.2d at 101 (quoting King-Seeley Thernos Co.

v. Aladdin Indus., 321 F.2d 577, 579 (2d Cr. 1963)). The

evi dence descri bed above shows that plaintiff and its
predecessors, starting with M. Pilates hinself, have used the
word Pilates in a generic sense to describe a nethod of exercise.

Accordingly, this factor weighs in favor of genericness.

4. Medi a Usage

a. Newspapers and Magazi nes

Newspaper and magazine use of a termin a generic sense is

strong evidence of genericness. Harley-Davidson, Inc. V.

Gottanelli, 164 F.3d 806, 811 (2d Cr. 1999).

Def endants submtted 775 articles dated after 1982 whi ch use

13 For exanple, plaintiff’s counsel argues that placing the
word PI LATES on the packaging for Pilates equipnment “indicates
use of the term PILATES in a descriptive manner and not as an
i ndi cation of the source of the goods in question.” (Def. Ans.
Mem at 41 n.17.)

32



the word Pilates in some manner. Defendants divide these
articles into four categories: (1) those which nention only
plaintiff or its predecessors as the source of Pilates
instruction, facilities, or equipnent; (2) those which nention
both plaintiff or its predecessors and others as sources for
Pilates instruction, facilities, or equipnent; (3) those which
mention only others and not plaintiff or its predecessors as
sources for Pilates instruction, facilities, or equipnent; and
(4) those which do not nention any source for Pilates
instruction, facilities, or equipnent.

O these 775 articles, defendants claimthat only 83 (11%
mention plaintiff or its predecessors alone; 60 (8% nention both
plaintiff or its predecessors and others; 165 (21% do not
mention any source; and 467 (60% nention only other sources.

Plaintiff raises a nunber of objections to these articles.
First, plaintiff argues that defendants’ classification systemis
flawed because it only seeks to establish that sources other than
plaintiff are identified with Pilates. Plaintiff argues that
this is irrelevant because “[a] trademark need not identify

source directly or explicitly.” A J. Canfield Co. v. Honicknan,

808 F.2d 291, 300 (3d Cir. 1986). Plaintiff contends that
because defendants admt that their third category “may include”
sone of plaintiff’s licensees, the articles cannot show that the
Pilates marks are generic because 610 of the 775 articles

i ndi cate sonme source.
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This objection carries little weight. It is correct that “a
termmay function as an indicator of source and therefore as a
valid trademark, even though consuners nmay not know the nanme of
t he manufacturer or producer of the product.” |d. However, this
principle is inapplicable to defendants’ collection of articles,
for two reasons. First, nost of the articles use the word
Pilates to describe a nmethod of exercise -- a use which plaintiff
concedes is generic -- in addition to identifying sources of
Pil ates services and equi pnent. Second, plaintiff has not shown
that the articles inply that there exists a single “anonynous
source” of Pilates services and equipnent. Plaintiff’s assertion
that the 467 articles which nention only other sources of Pilates
services and equi pnent include its |licensees is unsupported by
any evidence. Plaintiff’s argunment, in essence, is that because
610 of the 775 articles indicate sone source of Pilates services
and equi pnrent, the Pilates marks are not generic. However,
plaintiff has not shown, and cannot show, that the articles use
the word Pilates to indicate a single source of services and
equi pnent. The fact that 610 articles refer to a wide variety of
sources is evidence that the termPilates is generic.

Plaintiff’s next objection is that only 270 of the articles
were published prior to the comencenent of this |lawsuit.
Plaintiff asserts that after defendants were sued, Endel man
publicly encouraged nmenbers of the subsequently certified class
to infringe plaintiff’s marks. Thus, plaintiff argues, sone of
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the articles witten after 1995 referring to defendants or forner
cl ass nmenbers were “conscious efforts to develop a self-serving
body of evidence.” (Pl. Ans. Mem at 11.) However, none of the
evidence cited by plaintiff shows that defendants encouraged
others to start using, or to increase their use of, plaintiff’s
mar ks. At best, the evidence shows that Endel man counsel ed

busi nesses already using the word Pilates that the class action
woul d allow themto continue their existing uses wthout fear of
bei ng sued. Mreover, plaintiff does not identify which articles
published after this lawsuit was filed refer to fornmer class
menbers. Thus, this objection carries little weight.

Plaintiff also raises nunerous objections to the
classification of specific articles. For exanple, plaintiff
cites eight articles classified by defendants as indicating “no
source” which in fact either refer to plaintiff’s trademarks,
plaintiff’s licensees, or plaintiff itself. The classification
of a handful of these articles is indeed anbiguous. Plaintiff
also cites a nunber of articles referring to the trademark
di spute and nore than thirty articles referring to other nanes
for exercise instruction services and equi pnent, such as
“PhysicalMnd,” “Stott Core Conditioning,” “Balanced Body
Met hod,” and “Pol estar.” As di scussed above, the existence of a
controversy over the marks and the existence of incentives for
conpetitors to create new nanmes to describe a generic, but
heavi |l y-policed, nethod of exercise do not weigh agai nst
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genericness. Finally, plaintiff cites eighty-three articles
referring to certification or special training progranms, but
there is anple evidence in the record that such services are
of fered by numerous sources other than plaintiff. Accordingly,
t hese specific objections to the articles carry little weight.
Finally, plaintiff argues that there is no evidence of how
these articles were gathered or selected for inclusion in
def endants’ subm ssion. However, plaintiff had an opportunity to
exam ne Endel man regarding how he coll ected many of these
articles. Endelnman testified that he gathered articles through
the Bacon’s clipping service starting in May 1999. Although it
is not clear how the articles pre-dating May 1999 were gat hered
or selected, defendants do not appear to claimthat the articles
constitute a random sanple of articles nmentioning Pilates but

rat her show significant generic use of the termby the nedia.

b. Books

In 1980 Doubl eday & Co. published The Pilates Method of

Physical and Mental Conditioning by Philip Friedman and Gai

Eisen (“The Pilates Method”). A second edition was published in

1982 by Warner Books. The book does not nention a source or
trademark for Pilates exercise instruction services or equipnent.
The book nerely sets forth and illustrates the basic exercises

whi ch conprise the Pilates nmethod of exercise. |Indeed, plaintiff
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concedes that, as used in the title of this book, the word
Pil ates does not refer to an excl usive source of exercise

instruction services. See also Ray Kybartas, Fitness is Religion

226 (discussing Pilates “as an alternative formof exercise’).

The Pil ates Method has been discussed in a nunber of news

articles.

C. Br oadcast and | nternet Evidence

Def endants subm tted vi deotapes of various television
broadcasts in which the word Pilates was used in a generic
manner. Al though sone of the broadcasts are undated, nost were
aired between February 1995 and July 1997. The broadcasts
i nclude | ocal and national news shows, such as the CBS Mrning
News, and national entertainment-oriented shows, such as “Hard
Copy,” “Entertainment Tonight,” “Regis & Kathie Lee,” and the
gane show “Greed.” These broadcasts use “Pilates” to refer to a
met hod of exercise and not to identify a source of services or
equi pnent. Accordingly, this evidence weighs strongly in favor
of genericness.

Def endants al so subm tted evidence of the use of the word
“Pilates” on Internet web sites. Frank A Cona, who operates a
busi ness specializing in searching, nonitoring, and docunenting
intellectual property on the Internet, reviewed 318 web pages and

concl uded that 89% used the termPilates to refer to a form of
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exerci se and not a source of services or equipnent.

Wil e many of the web sites Cona identified do show generic
use, Cona’s nunbers are questionable. First, Cona admtted that
sonme of the sites he reviewed were outside the United States.
Second, he admtted maki ng nunerous errors in his categorization
of the web pages he reviewed. Accordingly, the evidence of
I nternet use of the word Pilates adds little to defendants’ other
evi dence of newspaper, nmagazine, and television use of the term

Overall, nedia use provides powerful evidence in favor of

generi cness.

5. Survey Evi dence

Consuner surveys are routinely admtted in trademark cases

to show genericness of a mark. Schering Corp. v. Pfizer, Inc.,

189 F.3d 218, 225 (2d Gr. 1999); Nestle Co. v. Chester’s Mt.,

Inc., 571 F. Supp. 763, 769 (D. Conn. 1983). Each side submtted
a survey in this case.

Def endants retained Dr. M chael Rappeport to conduct a
survey to test whether the name Pilates is perceived as the nanme
of a type of product or service or the nane of a source.
Rappeport’s survey first screened respondents who were unfam i ar
wth the termPilates; 200 of the 273 peopl e surveyed answered
that they were famliar with the word. The questions of

princi pal significance were “Qher than the word Pilates, is
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there sone kind of word or short phrase that you use to refer to
this type of exercise, or is Pilates the only word you use?” and
the followup “Is Pilates the only word you’ ve heard ot her people
use?” The survey al so asked, “Generally, in your own words, how
woul d you describe Pil ates?”

O the 200 who were famliar with the word, no one provided
a substitute word for Pilates. One-hundred-seventy-seven people
responded that Pilates is the only word they use to describe the
type of exercise. One-hundred-sixty-seven peopl e responded that
Pilates is the only word they hear others use to describe the
type of exercise. The remainder provided sentences i ncluding
“stretching,” “mnd and body,” and other simlar words and
phrases. In response to the open-ended question “how would you
describe Pilates?”, everyone surveyed described Pilates as a type
of exercise.

Rappeport’s survey al so included questions about equi pnent.
For exanpl e, respondents were asked “Are you aware of Pil ates
equi pnent?” and the followup “As far as you know, is Pilates
equi pnent manufactured by: a) one conpany; b) several conpanies;
c) or you don’'t know or don’t have an opinion.” 145 people had
heard of Pilates equipnment, and of these, 25 answered “one

conpany,” 41 answered “nore than one conpany,” and 79 answered

4 These responses have limted val ue because the initial
screening question in the survey asked whet her the respondent had
ever heard of Pilates “in the context of exercise or physical
fitness training.”
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“don’t know or don’t have an opinion.” Oher questions related
to differences anong exerci ses and types of equi pnent and are not
particularly hel pful to a determ nation of genericness.

Plaintiff objects to Rappeport’s survey on a nunber of
grounds. First, plaintiff argues that the wong universe was
surveyed with respect to the PILATES service mark. Rappeport
chose as his universe a trade association of health professionals
called IDEA. Plaintiff argues that |DEA nenbers are not
potential purchasers of exercise instruction services, but rather
are potential vendors of such services, and thus are not

“potential consuners of the product in question.” Conopco, lnc.

v. Cosmair, Inc., 49 F. Supp. 2d 242, 253 (S.D.N. Y. 1999) (JES).

Plaintiff further argues that the wong universe was surveyed
with respect to the PILATES equi pnent mark. Plaintiff contends
that the general public is the proper universe for Pilates
equi pnent because plaintiff, through its |licensee Stam na
Products, markets equi pnment to the general public through mass
mar ket conmerci al channel s.

Plaintiff’s objections to Rappeport’s survey universe reduce
the survey’'s usefulness to sone extent. It is undisputed that
Pil ates exercise instruction and equi pnment are increasingly being
mar keted to the general public. An ideal survey universe would
include all potential purchasers of Pilates equi pnent or exercise
instruction services, not just professionals who are nenbers of
| DEA.
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However, the | DEA universe was adequate for the survey to
have sone weight in the genericness inquiry. First, plaintiff’s
own expert, Edward Epstein, testified that he analyzed the
adequacy of Rappeport’s survey universe and concluded that it was
adequate. |Indeed, Epstein used the sane universe in his own
survey. Second, although it is undisputed that Pilates
instruction services and equi pnment are purchased by non-
professionals in the general public, it is also undisputed that
fitness professionals purchase Pil ates equi pnent and receive
training and certification in Pilates instruction. Thus, the
| DEA uni verse includes potential purchasers of both Pilates
equi pnent and Pil ates services.

Plaintiff submts a survey by its own expert, Edward
Epstein, to rebut Rappeport’s findings. 1In his survey, Epstein
asked respondents whet her a nunber of purported “physi cal
conditioning or fitness nethods,” including karate, yoga,
“Crunch,” and Fel denkreis, “may be used and pronoted by trainers
w t hout having to obtain any conpany’s authorization, perm ssion
or certification.” Anong those who were aware of each nethod,
17% responded that Pilates nay be used w thout authorization; 66%
said the sanme about karate; 74% said the sane about yoga; 42%
said the sane about Crunch; and 17% said the same about
Fel denkrais. Thus, Epstein concludes, the proportion of
respondents who consider Pilates generic is far | ess than 50%

Epstein al so asked respondents who were famliar with the
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pi ece of equipnment called the refornmer “May any conpany t hat
makes the Reformer put the Pilates nane on the equi pnent or
pronote the fact that the conpany nmakes the Pilates Reformer, or
may only those conpanies that are authorized to do so put the
Pil ates name on the equi pnmrent and pronote the fact that the
conpany nmakes Pilates Reforner?” 86% replied that only those
conpani es that are authorized to do so may put the Pilates nane
on the equi pnent.
The main problemw th Epstein’s survey is that it is based
on a faulty prem se. According to Epstein, his survey was
desi gned:
to ascertain the primary significance or neani ng of
Pilates to the rel evant universe or as Professor
McCarthy puts it, what do buyers understand by the
word? Is it seen as a nethod of exercise and apparat us
that is available for anyone to use because it is a
generic type of exercise or is it seen as soneone’s
proprietary property that cannot be used and pronoted

wi t hout obtai ni ng aut horization, perm ssion or

certification fromthe conpany that owns the rights to
it?

When asked on cross-exam nation “Can we agree that if your

prem se is incorrect, that a nethod of exercise can be soneone’s
proprietary property, then your survey tested the wong thing?”
Epstein replied, “I would say yes.” Since plaintiff concedes
that a nmethod of exercise cannot be trademarked, it is clear by
Epstein’s own adm ssion that his survey is fundanentally fl awed
since it assunes that a nmethod of exercise can be soneone’s

excl usive property. This is confirnmed by the fact that 29% of
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t hose surveyed responded that the generic term “karate” could not
be used w thout authorization and 25% said the sane thing about
the generic term*®yoga.”

Epstein’s survey is also flawed with respect to the
equi pnent question. The question assunes the existence of “those
conpani es that are authorized to [use PILATES on equi pnent].”
Just as the val ue of Rappeport’s question “what is Pilates” is
reduced because the answer is suggested el sewhere in the survey,
so too is the value of Epstein’ s equi pnent question reduced
because the question itself suggests the answer.

In sum both surveys have serious flaws and neither is
particularly hel pful in determ ning whether the Pilates marks are

generic.

C. Assessment

1. The Primary Significance O PILATES Is As A Met hod
O Exercise, Not As A Source O A Product O
Service
No one disputes that there exists a distinct nethod of
exerci se based on the teachings of Joseph Pilates which people
refer to as the “Pilates nethod” or sinply as “Pilates.” Nor is
there any dispute that equi pnent designed by M. Pilates is an
i ntegral conponent of the Pilates nethod. The evidence described
above shows that PILATES is understood by the public to refer to
either the Pilates nethod (as in “I do Pilates”) or to products
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or services used in connection with the Pilates nmethod (as in
“Pilates equi pnent” or “Pilates instruction”). In both uses of
the word, the primary significance of PILATES is as a nethod of
exercise, not as a source of a product or service.

Plaintiff nonethel ess asserts that it may prevent others
fromusing the nane PILATES to describe instruction services and
equi pnrent. However, it is undisputed that plaintiff cannot
prevent anyone from doi ng or teaching the exercises devel oped by
Joseph Pilates or from manufacturing and selling equi pnent
invented by M. Pilates (since the patents on those inventions
have | ong since expired). Plaintiff’s argunment thus rests on the
assunption that even if the word PILATES i s understood by
consuners as a generic termfor a particular nethod of exercise,
the word may still be appropriated to identify a particul ar
source of services and equi pnent related to that nethod of
exerci se.

This argunment was soundly rejected in Anerican Mntessor

Soc’'y, Inc. v. Association Montessori Internationale, 155

US P.Q 591 (T.T.A B. 1967). 1In Mntessori, the Trademark Tri al

and Appeal Board held that the term MONTESSORI was generic as
applied to a particular type of education and the “phil osophy and
nmet hods associated therewith.” 1d. at 592. Responding to an
argunent simlar to plaintiff’s, the Board explained that “it
necessarily follows that if the term® MONTESSORI' is generic
and/ or descriptive as applied to the ‘ MONTESSORI' teachi ng
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met hods, it is equally so as used in connection with toys, ganes,
teaching aids, and other material enployed in connection with
said methods.” 1d. at 593.

This case is strikingly simlar. Since the word PILATES is
generic with respect to a particular nmethod of exercise, it is
necessarily also generic with respect to equi pnent and services
offered in connection with that nethod. The evidence shows t hat
consuners identify the word PILATES only with a particul ar nethod
of exercise, whether the word is used by itself or in connection
Wi th instruction services or equipnent for use in that nethod.
Plaintiff cannot nonopolize a nethod of exercise by asserting

trademarks in the generic word used to describe it.

2. PI LATES I's A Genus, Not A Species

“A generic termis one that refers, or has cone to be

understood as referring, to the genus of which the particul ar

product is the species.” Abercronbie, 537 F.2d 4, 9 (2d Cr
1976). The underlying assunption in plaintiff’s position is that
the relevant genus in this case is “the real mof exercise nethods
enphasi zing core novenents” and that the species is Pilates.

(PI. Letter of Jun. 19, 2000.) In plaintiff’s view, other
speci es include brands |i ke Bal anced Body, the Ron Fl etcher Wrk,
Pol estar, and Core Dynam cs. Under plaintiff’s overgeneralized

definition of the genus, any genus could be transfornmed to a
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species. For exanple, yoga would be classified as a species
along with Pilates, even though yoga is a nmethod of exercise that
is properly classified as a genus.

Plaintiff’s method of classification does not reflect the
reality of what is actually taught under these nanes. Wth
respect to the PILATES service mark, there is anple evidence that
the Pilates nethod forns the basis for the Bal anced Body Met hod,
the Ron Fletcher Wrk, and other exercise instruction services.
Even though these nethods of instruction may differ in sone
respects fromthose used by plaintiff, all of them including
plaintiff's, are united by the Pilates nethod of exercise.
Accordingly, in a proper systemof classification, the Pilates
met hod is the genus, and the particul ar ways of teaching that
met hod are the species. Under this approach, the Ron Fl etcher

Wrk is a species of Pilates, as is the Bal anced Body program

3. No Word O her Than PI LATES Can Adequately Descri be
Products And Services Based On The Pil ates Method
A final factor in the genericness inquiry is the
avai lability of other nmeans to describe the product or service at

i ssue. ™ The Second Circuit explained the inportance of this

15 This factor is sonetines considered separately under the
rubric of a “fair use” defense. See 15 U S.C. 8§ 1115(b)(4); EM
Catal ogue Partnership v. Hill, Holliday, Connors, Cosnopul os
Inc., No. 99-7922, 2000 W. 1335728, at *6 (2d Cr. Sep. 15,
2000) .
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consideration in Genesee Brewing Co. v. Stroh Brewing Co., 124

F.3d 137 (2d GCr. 1997):

Trademark | aw seeks to provide a producer neither with

a nonopoly over a functional characteristic it has

originated nor wwth a nonopoly over a particularly

effective marketing phrase. |Instead the |law grants a

nmonopol y over a phrase only if and to the extent it is

necessary to enabl e consuners to distinguish one

producer’s goods fromothers and even then only if the

grant of such a nonopoly will not substantially

di sadvant age conpetitors by preventing themfrom

describing the nature of their goods. Accordingly, if

a termis necessary to describe a product

characteristic that a conpetitor has a right to copy, a

producer may not effectively preenpt conpetition by

claimng that termas its own.
ld. at 144. This rule is “based on |ong-standi ng and integral
principles of trademark law.” |d. at 145.

The evi dence established that the word PILATES i s necessary
to describe the exercises and teachings that conprise the Pilates
met hod. Al though flawed in other respects, defendants’ survey
showed t hat consuners of exercise instruction services and
equi pnent generally do not use any other termto describe the
Pilates method. Numerous witnesses testified that they did not
use any ot her expression to describe the Pil ates nethod, nor
could they even think of one. Efforts by plaintiff and its
| awyers to avoid using PILATES in a generic sense result only in
cunber sonme expressions such as “exerci ses based on the teachings
and nmet hods of Joseph H. Pilates.” Accordingly, this case falls
squarely within the rule announced in Genesee.

Plaintiff offers two responses. First, plaintiff points to
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numerous other terns that it contends are adequate substitutes to
identify the Pilates nethod of exercise. However, there was
anple testinony by the creators of many of these terns that they
still use the word PILATES to describe the nature of their
products and services. Indeed, one of the alternative terns
plaintiff identifies is Bal anced Body, which is defendants’
current brand nane. However, defendants continue to use PILATES
to describe their equipnent and services for lack of a better
termto do so. Moreover, many of the alternative terns
identified by plaintiff (such as Physical M nd) were created in
response to plaintiff’'s threats of litigation. Such use does not

wei gh agai nst genericness. Mirphy Door Bed, 874 F.2d at 101 n. 2.

Second, plaintiff argues that it objects only to the use of
PI LATES in a tradenmark sense. However, plaintiff has never been
able to state a coherent distinction between acceptabl e and
unaccept abl e uses of the word. Mbreover, such a distinction is
inconsistent wwth plaintiff’s policing of the mark. For exanple,
in a cease and desist letter sent to Anthony Rabara in 1993,
Gal | agher infornmed Rabara that “[s]hould you choose not to pay
the licensing fee, please understand that you will not be able to
use the Pilates(R) nanme in your advertising, or any pronotional

materials. You won't be able to call what vyou do Pilates.”

(enphasi s added). Nunmerous other cease and desist letters
prohi bit the use of PILATES “in any manner.” Accordingly,
protecting plaintiff’s marks would “effectively preenpt
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conpetition.” Cenesee, 124 F. 3d at 144

In sum although plaintiff has made substantial efforts to
police its marks and pronote the Pilates nethod, it nonethel ess
cannot foreclose others fromusing the word PILATES to descri be
their services of which the equipnent is an integral part. See

Abercronbie, 537 F.2d at 10 (“[NJo matter how nuch noney and

effort the user of a generic termhas poured into pronoting the
sale of its nmerchandi se and what success it has achieved in
securing public identification, it cannot deprive conpeting
manuf acturers of the product of the right to call an article by

its nane.”)

D. Concl usi on

For the foregoing reasons, defendants have proven by cl ear
and convincing evidence that the PILATES service nmark and the

Pl LATES equi pnent mark are generic.

| V. Abandonnent and Assignnent in G oss

Def endants al so claimthat the PILATES marks were forfeited
in two ways during the period in which the marks were owned by
Healite, Inc. First, defendants argue that Healite abandoned the
Pl LATES mar ks through nonuse after it closed its studio in Apri
1989. Second, defendants argue that Healite had no business
goodwi I | when it transferred the marks to Sean Gall agher in 1992,
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and therefore the sale was an invalid assignnment in gross.
Al t hough these defenses are somewhat related, they will be

addressed separately.

A. Abandonnent

A trademark is deened abandoned “[w hen its use has been
di scontinued wwth intent not to resune such use. Intent not to
resune may be inferred fromcircunstances.” 15 U . S.C § 1127.
In order to show abandonnent, defendants nust show that plaintiff
or its predecessors did not use the PILATES marks and did not
intend to resune their use in the reasonably foreseeable future.

Stetson v. Howard D. WIf & Assocs., 955 F.2d 847, 850 (2d G r

1992). In this case, two years of nonuse is prinma facie evidence
of abandonnent.® The presunption of abandonnent that arises

from such nonuse is rebuttable. Defi ance Button Mach. Co. v. C &

C Metal Prod. Corp., 759 F.2d 1053, 1060 (2d Cir. 1985). The

abandonment defense is avail abl e even agai nst an incontestable
mark. 15 U.S.C. § 1115(b)(2).

It is undisputed that Healite permanently closed its East
56th Street Pilates Studio on April 1, 1989. Plaintiff argues

that despite the closing of the studio, Healite and its wholly-

1 The law currently provides that three consecutive years
of nonuse is prinma facie evidence of abandonnent. 15 U. S.C. 8§
1127. However, the law during the period spanning 1989 to 1992
provi ded that two consecutive years was sufficient. See Pub. L
103-465, § 521, 1994 Anendnents; Stetson, 955 F.2d at 850.
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owned subsidiary, the second Pilates Studio, Inc., continued to
use the PILATES marks in commerce. Defendants argue that any use
from 1989 through 1992 was nerely sporadi c token use and that

Healite' s business was entirely defunct during that tinme period.

1. Evi dence of Use

a. “Expansi on” To New Locati ons

Plaintiff contends that Healite s business operations did
not cease after the April 1989 closing of the Pilates Studio.
Rat her, plaintiff argues, Healite’'s business noved to other
| ocations. Plaintiff points out that Hom noved nost of the
studi o’ s equi pnent to three |ocations when he closed the studio -
- the neighboring chiropractic office of Dr. Howard Sichel; an
exercise facility called Body Art; and an exercise facility
call ed The Gym (now known as Drago’s). Plaintiff argues that Hom
assigned his teachers to work at these three | ocations.
Plaintiff also points to the referral fees Homreceived from
these locations and his notification letters to clients
concerning the new | ocati ons. Hom described this novenent of
equi pnrent, clients, and instructors as “expanding in the sense of
continuing the business and the exercises to different
| ocations.”

Homi s testinony that he noved equi pnment and instructors to
ot her locations as an “expansion” of his business was not
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credible. First, Homadmtted that he noved the equi pnent to
three | ocations because “[n]o one had | arge enough space for al
of the equipnent.” Second, once the East 56th Street studio
cl osed, Healite was no | onger responsible for the instructors who
went to teach at the other locations. Honis testinony to the
contrary was contradicted by nore credible evidence.

After the studio closed, Dr. Sichel asked two instructors
fromthe Pilates Studio to join himand paid them hinsel f.
Sichel paid a per-client referral fee to Hom personally for only
a brief period of tinme. Hom never taught or supervised
instruction at Sichel’s business.

Dragutin Mehandzic (“Drago”), the owner of The Gym was
contacted by Kryzanowska about noving the Pilates Studio’s
equi pnent to The Gym At the tine, Drago did not know Hom
Since Kryzanowska started to teach at Drago’s, Drago has paid her
hinmsel f. Later, at Kryzanowska's request, Drago agreed to pay
Hom a two percent fee for every custoner. He explained that “I
felt sorry for that place, Pilates Studio has to be closed and
has to cone to ne. He was spending sonme tine in the place
t eachi ng sone people that they are not custoners, just young
girls, howto teach themhow to teach.” Drago never paid or
agreed to any paynent to Healite or the second Pilates Studio,
Inc. 1In 1991, Drago gave Hom $3000 for all of the Pilates
equi prent Hom had noved to The Gymis prem ses, and stopped paying
Homreferral fees.
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Plaintiff makes much of the fact that Homdrafted a schedul e
assigning his instructors to shifts at either Body Art or The
G/m However, this does not show that Healite continued its
business. One instructor testified that the schedule was only in
effect for one week and that she then nade her own arrangenents
with the respective studios. There is no evidence that Hom nmade
nmore than one or two such schedul es, or that any schedul es were
followed for nore than a brief period of time follow ng the
closing of the Pilates Studio.

Plaintiff also contends that Healite had |icensing
agreenents with Body Art, Sichel’s, and The Gymto use PILATES in
connection with their facilities. However, Drago and Si chel
credi bly denied that they had any such arrangenents with Hom and
Hom was not a credi bl e w tness.

In sum Hom s only business connection with Body Art,
Sichel’s, or The Gymwas the one to three dollar referral fee he
recei ved personally for custoners at those |ocations for a
l[imted period of time. There is no evidence of any business
connections between these three |ocations and Healite or the

second Pil ates Studi o, Inc.

b. Training and Certification

Plaintiff next argues that Homis continued certification of

Pilates instructors shows that Healite' s busi ness conti nued after
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the Pilates Studio closed. However, plaintiff introduced
evidence that only three instructors were certified by Hom Any
Tayl or (now Any Tayl or Al pers), Rachel Taylor, and Susan Mbran.
Hom s testinony that he trained others was not credible. Hom
appeared to assune that instructors who were trained by
Kryzanowska during this period were in effect trained by his
busi ness, a fact which is contradicted by the evidence of

Kryzanowska’ s arrangenents w th Drago.

C. The Tayl or Sisters’ License

Any and Rachel Taylor, who operated (and still operate) an
exercise studio in Boul der, Colorado, received a |icense from Hom
to use the PILATES marks in connection with their studio for one
year fromtheir opening in Novenber 1990. Hom granted the
license in exchange for forgiveness of a $300 debt he owed the
Tayl or sisters for an undelivered piece of equipnent. Upon the
Tayl or sisters’ request, Homalso wote a letter on Pilates
Studio, Inc. letterhead calling the sisters’ studio “nmy first

official U S. affiliate.”

d. Pronotional Activities

Plaintiff points to a nunber of pronotional activities
engaged in by Homto show that Healite and/or the second Pil ates
Studio, Inc. continued to use the PILATES marks. Hom printed and
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di stributed cards around New York City advertising “PlLATES(tm
METHOD STUDI O EXERCI SES” at Body Art, The Gym and Sichel’s. Hom
al so handed out brochures advertising the “Pilates Exerciser” and
pronoting the Pilates nethod on behal f of Healite and The Pil ates
Studio. Homalso placed five advertisenents in Dance magazi ne
bet ween Novenber 1990 and April 1991 offering information on
“equi pnrent, books, training sem nars, and video” and referring
inquiries to a toll-free tel ephone nunber Hom had obt ai ned.
Plaintiff also points to Homis teaching activities foll ow ng
the closing of the East 56th Street studio as evidence of
continued use of the marks. Homtaught a course in Pilates at
NYU. He also spoke at an international ballet conference in
M ssissippi in 1990. These activities do not show that Healite
or the second Pilates Studio, Inc. used the PILATES marks in

interstate comerce.

e. Sal es

There is evidence of only three sales of any products by Hom
after April 1989. A professor at the NYU Departnent of Dance and
Dance Education purchased a reforner and thirty copies of The

Pilates Method for $2400 in July 1989. An August 1989 NYU

purchase order for “Pilates Studios c/o We-Tai Hont referenced a
bal ance of $2170, although there is no evidence of what was in

fact purchased. In 1990, Hom caused one piece of equi pnent to be
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delivered to the Taylor sisters in Colorado in exchange for a sum
of noney. Hom never sold any equipnent as a result of his
advertisenments in Dance nmagazine. Homis testinony that he sold

books as a result of those adverti sements was not credible.

2. Evi dence of Intent To Resume Use

In addition to arguing that Healite continued to use the
Pl LATES marks from 1989 through 1992, plaintiff asserts that
Healite did not intend to abandon the marks. In addition to the
evi dence descri bed above, plaintiff cites Healite's efforts to
sell its PILATES marks and to devel op alternative business nodels

as evidence of lack of intent to abandon the narks.

a. Efforts To Sell Marks

Plaintiff contends that Healite made efforts to sell the
Pl LATES marks during this period. Hom approached Endel man in
1991 to propose that Endel man purchase the marks and drafted a
purchase agreenent which he sent to Endel man. Hom spent several
months in 1992 negotiating the purchase of the marks by

Gal | agher, a transaction which was eventual |y consunmat ed.

b. Al ternati ve Busi ness Mdel s

Plainti ff next contends that Homis efforts to devi se
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alternative nodels for his Pilates business show that he did not
intend to abandon the marks. In the mddle of 1989, Hom drafted
a proposal for purchasing a chain of fitness centers called
“LivingWell” and incorporating Pilates instruction into those
centers. He showed his proposal to an investor, Bruce Wobel,
and two busi nesses which were either investnent banks or
managenent consultants. Homrequested from LivingWll, and
received, a list of fitness center markets in which LivingWell
had a presence.

In early 1990, Hom gave up on his hope to acquire

Li vi ng\Vel | .

3. Assessment

Although it is a close question, defendants have failed to
prove by clear and convincing evidence that Healite abandoned the
Pl LATES service mark during the period between 1989 and 1992.

The brochures handed out by Hom the Dance magazi ne
advertisenments, and the license of the PILATES service mark to
the Taylor sisters in Colorado are barely sufficient to show
attenpts to use the PILATES service mark during the period in
question. Honis efforts to sell the PILATES and PI LATES STUDI O
mar ks to Endel man and Gal | agher and to acquire LivingWll are

i nconsistent with an intent to abandon the marks. See Defi ance

Button, 59 F.2d at 1060 (efforts to sell trademark during several
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years of nonuse defeat inference of intent to abandon mark);

Adol phe Lafont, S.A. v. S.A C.S.E. Societa Azioni Confezion

Sportive Ellera, S.P. A, 228 U S. P.Q 589, 594, 1985 W. 71974

(T.T.A. B. 1985) (efforts to find acceptable distributor of goods
defeats inference of intent not to resune use despite seven years
of nonuse).

However, defendants have proven by clear and convincing
evi dence that Healite abandoned any claimto the PILATES
equi pnent mark. Only three types of evidence relate to the use
of PILATES in connection with equipnment. First, Homsold two or
t hree pi eces of equipnent to custoners during this period.?
Second, Hom di stributed copies of a single brochure on behal f of
Heal ite which advertised the “PlILATES EXERCI SER’ and i ncl uded an
order form Third, Homincluded “equi pnent” anong the types of
infornmation available fromhis toll-free nunber in the Dance
magazi ne advertisenents. None of plaintiff’s remaining evidence
of trademark use relates to Pilates equi prment.

“Mnor activities” are not sufficient to avoid a finding of
abandonnent through nonuse. Stetson, 955 F.2d at 851. “To
satisfy the use requirenent, application of the trademark nust be
sufficient to maintain ‘the public’s identification of the mark

with the proprietor.”” [d. (quoting Silverman v. CBS, Inc., 870

7 Plaintiff does not argue that Homis sal e of used
equi pnent to The Gymand Dr. Sichel constituted use of the
equi pnent mar K.
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F.2d 40, 48 (2d Gr. 1989)). There is no evidence that Hom used
the PILATES mark on the equipnent itself or its packaging. The
sporadic uses identified by plaintiff over the three-year period
in question were not sufficient to maintain the public’'s
identification of the PILATES equi pment mark with Healite or

Pilates Studio, Inc. C. Warner-Lanbert Co. v. Schick U S A

Inc., 935 F. Supp. 130, 143 (D. Conn. 1996) (sales of over a

t housand LADY SCHI CK shavers in each of five consecutive years to
over a hundred retailers and distributors nationw de were
sufficient to maintain public’'s identification of LADY SCH CK
mark wi th owner).

Moreover, there is no evidence that Homintended to resune
use of the mark. In fact, the agreenent transferring the PILATES
marks to Gall agher included a representation that Healite
possessed no PI LATES marks ot her than the PILATES STUDI O mark and
the PILATES service mark. This representation is a stark
adm ssion by Hom that Healite abandoned whatever rights it may

have clainmed in a PILATES equi prent marKk.

B. Assi gnnment in G o0ss

Def endants al so argue that the PILATES service mark was

abandoned when it was assigned by Healite to Gall agher w t hout
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any corresponding goodwi I l.*¥® “[A]ln owner of a trademark or
service mark may not assign the rights to that mark ‘in gross,
i.e. divorced fromthe appurtenant good will that the mark

engenders.” Dial-A-Mattress Qperating Corp. v. Mttress Madness,

Inc., 841 F. Supp. 1339, 1350 (E.D.N. Y. 1994); see also 15 U S.C

§ 1060(a); United Drug Co. v. Theodore Rectanus Co., 248 U.S. 90,

97, 39 S. . 48, 50-51 (1918). Good will is “the value
attributable to a going concern apart fromits physical assets --
the intangi ble worth of buyer nonentum emanating fromthe
reputation and integrity earned by the conpany. A trademark or
service mark is nerely the synbol by which the public recognizes
that reputation and hence has no i ndependent significance apart

fromthe owmer’s good will.” Dial-A Mattress, 841 F. Supp. at

1350. Defendants contend that Healite was defunct by the tine
the PILATES marks were transferred to Gallagher in 1992 and thus
did not possess any good will wth which the marks coul d have
been transferred.

There is anple evidence that Healite s business had no
substantial assets or inconme at the tinme of the transfer. The

Pilates Studio itself was closed in April 1989. Homsold all of

8 As discussed in Part V, infra, the PILATES equi pnent mark
was not included in the assignnment of marks fromHealite to
Gal l agher. It is thus unnecessary to consider whether it was
assi gned without any correspondi ng goodwi I I. Nonet hel ess, even
if it is assumed that an equi pnent mark was transferred, it would
have been an assignnment in gross for the same reasons discussed
with respect to the PILATES service mark
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the Pilates Studio s equipnent to other exercise facilities. Hom
referred all of the Pilates Studio’s clients to those sane
facilities. Neither Healite nor the second Pilates Studio, Inc.
filed any federal inconme tax returns after 1988. Neither Healite
nor the second Pilates Studio, Inc. had a listing in the
Manhattan tel ephone directory from 1989 through 1992. There is
no evi dence that either business earned any incone after Apri
1989.

The only tangi ble assets Gall agher received in the transfer
fromHealite were a nunber of boxes of books, filns, business
records, and ot her docunents. He also received Healite s client
lists. However, Gallagher admts that he destroyed about eighty
percent of the papers he received. He also admts that he threw
away the client lists after approximately one year. Despite
Homi s efforts to make his business a success, by 1992 no good
Wil remained in Healite' s business that could have acconpani ed
an assignment of the PILATES marks.

Plaintiff argues that a naked transfer of a trademark is not
invalid per se. It is correct that assignnents w thout a
correspondi ng transfer of physical assets will be upheld where
the assignee is producing a product or providing a service which
is substantially simlar to that of the assignor and where

consuners will not be decei ved or harned. Marshak v. Green, 746

F.2d 927, 930 (2d Gr. 1984). Plaintiff argues that because its
Pilates certification and training prograns are simlar to those
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offered by Healite and the second Pilates Studio, Inc., the
assi gnnent of the marks was valid even in the absence of good
will.

The rule cited by plaintiff is inapplicable to this case.
Cases |i ke Marshak address only a situation where the owner of a
trademark assigns that mark wi thout also transferring the
physi cal assets of the business to which that trademark was
previously attached. A crucial distinction is that all decisions
i n which assignnments have been deened valid despite the absence
of a transfer of physical assets held that the transferor
busi ness possessed good will at the tinme of the transfer. See,

e.q., Dal-a-Mattress, 841 F. Supp. at 1350-51; Banbu Sales, Inc.

v. Sultana Crackers, Inc., 683 F. Supp. 899, 908 (E.D.N Y. 1988);

Money Store v. Harriscorp Fin., 689 F.2d 666, 678 (7th Cr

1982). Here, there is no evidence that Healite had any business
or retained any good will that was synbolized by the PILATES
mar ks.

Additionally, there is anple evidence that Gall agher was
interested in purchasing only naked trademarks rather than a
busi ness with acconpanying good will. Gallagher testified
candidly that he contacted Homto find out if Homwas interested
in “selling the trademarks” and that he was negotiating to “buy
the trademarks.” He testified that he threw away ei ghty percent
of the materials he received because “l didn't feel | had the
need to have any of that because it was not ny business.”

62



Gal | agher’s use of the term PILATES in his Synergy business with
Steve G ordano prior to his purchase of the PILATES narks al so
shows that he sought only the ability to use the nanme PILATES

rather than the good will associated with it. See dark &

Freeman Corp. v. Heartland Co., 811 F. Supp. 137, 141 (S.D.N.Y.

1993) (JSM. Finally, Homrecogni zed Healite’'s | ack of good wll
and Gal | agher’s desire to obtain naked trademar ks when he
testified that “Sean Gal | agher had his own business plan. He
just wanted the trademark and our assets, which was the
trademark.”

Accordi ngly, defendants have proven by clear and convi nci ng
evidence that the transfer of the PILATES service mark to

Gal | agher was an invalid assignnent in gross.?

V. Prior Use

Def endants argue that they are prior users of the PILATES
equi prent mark, albeit in an unspecified geographic area, and
t hus possess the right to use PILATES on their equipnent. In

order to assert a prior use defense, defendants nust prove four

19 Based on a discovery order by Magistrate Judge Al an Kay
of the United States District Court for the District of Colunbia
in a separate litigation involving the PILATES marks, defendants
nmoved prior to trial to collaterally estop plaintiff from
asserting that it is a successor in interest to Healite. Because
the assignnment in gross issue has been resolved on the nerits in
defendants’ favor, defendants’ notion is denied as noot.
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el ements: (1) present rights in the mark; (2) acquired prior to
the date of registration; (3) continual use of the mark since
that date; and (4) use prior to the registrant on the goods or

services that are in issue. D al-a-Mttress, 841 F. Supp. at

1353-54. Defendants “nust affirmatively denonstrate an unbroken
conti nuum of use without significant interruption froma date
prior to the maturation of plaintiff’s rights in the mark.
[S]poradic use . . . is insufficient to overconme the strong
policy behind the Lanham Act of rewardi ng those who first seek
registration.” I|d.

Plaintiff asserts that it is the senior user of the
equi pnent mark because its predecessors used the term PILATES in
connection with equipnent sales at |east as early as 1970.
However, not one of the agreenents transferring the PILATES marks
over the years refers to a mark for equi pnment even though they
refer to the PILATES STUDI O and PI LATES service marks. The
assignnment fromHealite to Gall agher renoves any doubt as to
whet her an equi pnment mark was transferred al ong the chain of
custody. The assignnment, |ike the previous assignnents, refers
to the PILATES STUDI O and PI LATES service marks. However
Heal ite represents in the agreenent that “[e] xcept for the [nmarks
listed], Healite presently owns no other mark containing the word
‘Pilates’ or referencing ‘Pilates’ in any manner.” Thus,
plaintiff possesses no rights in an equi pnment mark beyond those
which it may have established through its own use.
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On the other hand, defendants have not established “an
unbr oken conti nuum of use” of the PILATES equi pnment mark starting
prior to the maturation of plaintiff’s rights in the mark.
Defendants rely on two uses in support of their contention of
prior use. First, Endelman testified that his business has used
the | abel PILATES on approximately half of the crates for its
reformers since 1980 or 1981. However, his testinony was
equi vocal on this point and he delicately avoi ded stating that
the use was continuous to the present day. Second, Endel man and
Ron Fletcher testified that starting in 1988 or 1989, defendants
began affixing plaques directly on reforners reading, “THE
Pl LATES REFORMER -- Approved by Ron Fletcher.” However, there is
no evidence that this arrangenent |asted |onger than two or three
years. Moreover, such use was not a trademark use since Fletcher
requested that PILATES be used on the plaques, and no one but
Fl et cher purchased the equi pnment.

Def endants have thus shown only sporadic use of PILATES in
relation to equipnment prior to Gallagher’s registration of the
Pl LATES equi prrent nmark. Accordingly, defendants have not proven

all of the required elenents of their prior use defense.

VI . Fr aud

A trademark registration, even if incontestable, is invalid

if it was fraudulently obtained. 15 U S. C. 8§ 1115(b)(1).
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Al | egedly fraudul ent statenents nust show a deliberate attenpt to
m sl ead the Patent and Trademark O fice (“PTO') and nay not be

the product of nere error or inadvertence. Olient Express

Trading Co. v. Federated Dep't Stores, Inc., 842 F.2d 650, 653

(2d CGr. 1988). Moreover, the knowi ng m sstatenents nust have
been made “with respect to a material fact -- one that woul d have

affected the PTO s action on the applications.” |1d.

A. The PI LATES Service Mrk

Def endants claimthat the registration of the PILATES
service mark is invalid because it was preserved by fraud.
Specifically, they contend that the “Conbi ned Declaration of Use
and I ncontestability” signed by We-Tai Homin August 1992 was
knowi ngly m sl eadi ng because it falsely stated that the mark had
been used continuously in interstate commerce between 1986 and
1991 and that it was still in use in interstate commerce on
August 1, 1992. A failure to file an affidavit including these
representati ons would have resulted in cancellation of the mark.
15 U.S.C. § 1058(a)-(b).

There is clear and convincing evidence that the statenents
of continuous and current use in interstate commerce were fal se.
Except for the license to the Taylor sisters in Col orado and the
five advertisenents in Dance nagazi ne, Hom did not use the

Pl LATES service mark in interstate commerce from 1989 to 1992. A
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single license and a handful of advertisenents do not constitute
continuous use. Mdreover, there is absolutely no evidence that
Hom was using the PILATES service mark in interstate conmerce
during 1992, the year in which he represented that he was
currently using the mark.

However, defendants carry the heavy burden of show ng

fraudul ent intent. Wuodstock’s Enter. Inc. v. Wodstock’s Enter.

Inc., 43 U S. P.Q2d 1440 (T.T.A B. 1997). “Fraud in a trademark
cancel lation is sonething that nmust be ‘proved to the hilt’ with
l[ittle or no roomfor speculation or surm se; considerable room

for honest m stake, inadvertence, erroneous conception of rights,
and negligent om ssion; and any doubts resol ved agai nst the

charging party.” Yocumyv. Covington, 216 U S. P.Q 210, 216

(T.T.A. B. 1982). Although it is an extrenely close question,
def endants have not shown by cl ear and convinci ng evi dence t hat
the subm ssion with respect to the PILATES service mark was

know ngly fal se.

B. The PI LATES Equi pnent Mark

Def endants al so claimthat the PILATES equi prent mark is
invalid because it was procured by fraud. They rely on two
subm ssions by Gallagher to the PTO in support of their
contention. First, they cite the application for the PILATES

equi pnent mark submtted by Gall agher to the PTO in Septenber
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1992, one nonth after he purchased the PILATES service mark from
Healite. In that application, Gallagher affirnmed that: (1) he
owned the PILATES equi pnent mark; and (2) no other person or

busi ness had the right to use the PILATES equi pnent mark in
comerce. Second, defendants cite a suppl enental subm ssion
Gal | agher filed in August 1994 in response to a March 1994 PTO
denial of the original application. |In this subm ssion,

Gal | agher stated that the PILATES equi prent mark had been used in
commer ce continuously and exclusively since 1923 and specifically
for five consecutive years prior to the registration application.
These representati ons, defendants argue, were know ngly and
materially fal se.

First, Gallagher’s statenent that he owned the PILATES
equi pnent mark was clearly false. As discussed in Part V, supra,
Gal | agher received no such mark from Healite when he purchased
Healite’' s assets in August 1992. There is no evidence that
Gal | agher used PILATES in relation to equi pnent or otherw se
acquired an equi pnent mark during the nonth between his
acquisition of Healite's assets and his subm ssion of the
equi pnent mark application.

Plaintiff’s only response is that Gallagher believed in good
faith that he did in fact receive an equi pnent mark from Healite.
However, Gallagher’s testinony on this point, |ike his testinony
on ot her aspects of the transfer of the marks from Healite, was
evasive and | acked credibility. Gallagher could not have
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believed that he received an equi pnent mark from Heal ite.
Gal | agher initialed the two and one-half page assignnent from
Healite i medi ately below the representation that Healite did not
own (and thus could not assign) any PILATES marks other than the
Pl LATES service mark and PILATES STUDI O mark. Moreover, neither
of the two prior witten assignments (the first Pilates Studio,
Inc. to Aris Isotoner and Aris |Isotoner to Healite) nentioned an
equi pnent mark. Gallagher’s representation was a material and
knowi ng m srepresentation.

Second, Gall agher’s statenent that the PILATES equi pnent
mar kK had been used continuously in commerce was clearly fal se.
As explained in Part |IV-A supra, Healite abandoned whatever
equi pnent mark it may have had because it did not use the nmark to
sell equipnent from 1989 through 1992. There is no evidence that
even the few sporadi c equi pnent sales by Hom during that period
i ncl uded the PILATES mark on the equi pnent or its packagi ng,
contrary to Gallagher’s representation in the trademark
application and suppl enental subm ssion that the mark was “used
on the exercise equipnent.” 1In addition, Gallagher’s subm ssion
of a copy of the patent plaque that had been used by M. Pilates
on his equi pnment as a specinen of recent use was m sl eadi ng
because that plaque had not been used in any of the five years
precedi ng the application and Gl |l agher had no reason to believe

that the plaque had been so used. See Torres v. Cantine

Torresella, 808 F.2d 46, 49 (Fed. Cir. 1986).
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Finally, Gallagher’s vague testinony concerning his
i nvestigation of Healite's continuous use of the PILATES marks
was not credible. He never inquired into Healite s sal es of
equi pnent using the PILATES nmark. |Indeed, Gallagher consciously
avoi ded making any inquiries that would have resulted in evidence
show ng a | ack of use. @Gllagher thus had absolutely no basis
for stating that the equi pnent mark had been used continuously in
comerce. This msrepresentation was material because it related
to an essential prerequisite for registration. Accordingly,
Gal | agher’ s representations in his registration application
concerning his ownership of a PILATES equi pnrent mark and the
continuous use in comerce of that mark constituted a deliberate
attenpt to m slead the PTO

Because defendants have proven by clear and convi nci ng
evi dence that Gallagher’s application for registration of the
Pl LATES equi prent nmark contai ned material and know ng
m srepresentations, the PILATES equi prent mark registration is

i nval i d. 20

20 pef endants assert in their post-trial nmenoranda, without
expl anation, that they are entitled to damages under 15 U S.C. 8§
1120, which authorizes an award for damages resulting from
assertion of a fraudulently obtained trademark registration.
However, defendants presented no proof of damages at trial.
Mor eover, they have not nade the exceptional showing required to
obtain an award of attorney’'s fees under this provision. See
Blue Bell, Inc. v. Jaymar-Ruby, Inc., 497 F.2d 433, 439 (2d G
1974); Havana Cub Holding, S.A v. Galleon, S.A, No. 96 Gv.
9655, 1998 W. 150983, at *2 (S.D.N. Y. Mar. 31, 1998) (SAS).
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VI 1. Uncl ean Hands

Def endants next argue that plaintiff’s infringenment clains
are barred under the doctrine of “unclean hands” because
Gal | agher used the word PILATES in connection with Synergy
Systens’ instruction and equi pnment prior to his acquisition of
t he PILATES marks from Heal ite.

Thi s argunment can be dism ssed summarily. Defendants do
not, and cannot, cite authority for the proposition that where a
junior user of a mark acquires that mark fromthe senior user,
the junior user is forever barred fromasserting clains for
infringenment of that mark. Such a rule would nmake little sense.
Moreover, even if Gallagher’s use of the word PILATES were
consi dered i nequitable conduct, it was discontinued | ong before
the outset of this litigation, which precludes a finding of

uncl ean hands. J. Thomas McCarthy, MCarthy on Tradenmarks and

Unfair Conpetition 8 31:53 (4th ed. 2000). Defendants’ unclean

hands defense | acks nerit.

VI, Cl ai mand | ssue Precl usion

On the eighth day of the eleven-day trial, plaintiff noved
for judgnent as a matter of |aw on defendants’ defenses on
grounds of claimand issue preclusion. The basis for plaintiff’s
motion is a settlenent agreenent between plaintiff and the Joseph
H Pilates Foundation, Inc. (the “Foundation”), the defendant in
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an earlier infringenent action. |In that settlenent agreenent,

t he Foundati on acknow edged the validity of the PILATES service
mar k and the PILATES equi prent mark. Plaintiff argues that

def endants were sufficiently involved with the Foundation to be
bound by the terns of the settlenent. Defendants argue that
there is no privity between them and the Foundation, and that in

any event, plaintiff has waived these defenses.

A. Rel evant Facts

The Foundation was a non-profit nmenbership corporation
formed by Endel man in 1994. Endel man was the Foundation’s
presi dent throughout its existence. The Foundation’s stated
purpose was to function as an educational center and charitable
organi zation for the Pilates comunity.

On May 5, 1995, plaintiff sued the Foundation in this
district for infringenent of its PILATES service mark and Pl LATES
STUDI O mark. Current Concepts paid the bulk of the Foundation’s
defense costs. That action was settled on Novenber 21, 1995.

Pursuant to the settl enent agreenent, the Foundation agreed
to stop using the nane PILATES and to change its nanme to “J.H P
Foundation.” The Foundation al so “acknow edge[d]” and “agree[d]
not to directly or indirectly challenge” the “validity and
owner shi p” of the PILATES service mark and the PILATES equi pnent

mar k.
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The Foundation i s now defunct.

B. VWi ver

Def endants contend that plaintiff has waived its claimand
i ssue preclusion defenses. Plaintiff never asserted claimor
i ssue preclusion in any of its pleadings. Nor did plaintiff
rai se issue or claimpreclusion at the final pretrial conference
or inthe joint pretrial order. The first tinme plaintiff raised
the matter was on the eighth day of trial, four and one-half
years after the conplaint was filed and nore than three years
after the filing of defendants’ answer, counterclains, and cl ass
action conpl aint.

Federal Rule of G vil Procedure 8(c) requires affirmative
def enses such as claimor issue preclusion to be raised in

pl eadi ngs responding to clains for relief.? Rule 15 allows

2L Plaintiff disputes whether claimand issue preclusion are
affirmati ve defenses that nust be asserted in a responsive
pl eadi ng pursuant to Rule 12(c) or nerely responses to an
affirmati ve defense rai sed by defendants which need not be
asserted in a responsive pleading. However, defendants (al ong
with the class when it existed) have asserted clains for
cancel lation of plaintiff’s marks for nore than three years.
Plaintiff was required to assert all potential defenses inits
answer to those clains. Fed. R GCv. P. 12(c). Second,
regardl ess of how plaintiff’s defenses are characteri zed, they
were required to be included anong plaintiff’s contentions of |aw
in the joint pretrial order. And third, contrary to plaintiff’s
suggestion, it could have attenpted to di spose of defendants’
def enses on issue and cl ai m precl usion grounds at the outset of
the case by noving for summary judgnent or to strike defendants’
defenses pursuant to Rule 12(f).
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pl eadi ngs to be anmended by | eave of the court only “when justice

so requires.” Fed. R Cv. P. 15(a); see also MacDraw, Inc. v.

ClT Goup Equip. Fin., Inc., 157 F.3d 956, 962 (2d Gir. 1997).

Additionally, the parties in this case were required to set forth
all of their proposed findings of fact and conclusions of law in
a joint pretrial order pursuant to Rule 16. Fed. R Cyv. P
16(c), (e). A pretrial order “shall be nodified only to prevent
mani fest injustice.” Fed. R Cv. P. 16(e); see also Rule 16,
Advi sory Comm ttee Notes for subdivision (c) (“If counsel fail to
identify an issue for the court, the right to have the issue
tried is waived. . . . the rule’ s effectiveness depends on the
court enploying its discretion [to nodify a pretrial order]

sparingly.”); Bradford Trust Co. of Boston v. Merrill Lynch,

Pierce, Fenner and Smth, Inc., 805 F.2d 49, 52 (2d GCr. 1986).

Plaintiff was a party to the Foundation litigation and was
thus well aware fromthe outset of this case of any possible
rel ati onshi p between the Foundation and defendants that could
support claimor issue preclusion. Plaintiff’s only proffered
excuse for not raising claimor issue preclusion earlier is that
it had no incentive to do so during the pendency of the class
action, which ended with the decertification of the class shortly
before the final pretrial conference. Plaintiff suggests that
because Current Concepts was only one of seven cl ass
representatives, no practical purpose would have been served by
attenpting to dismss Current Concepts as a class representative.
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Plaintiff’s excuse is insufficient. The pleading
requi renents of the federal rules are fully applicable in class
actions. See 7A Charles A Wight, Arthur R Mller & Mary Kane,

Federal Practice and Procedure 8 1789 (1997). Plaintiff could

have raised its claimand issue preclusion defenses agai nst
Current Concepts’ cancellation clainms, but chose not to do so.
Plaintiff’s failure to assert this defense was a tactical choice

for which it nmust bear the consequences. Cf. Seneca Nation of

Indians v. State of New York, 26 F. Supp. 2d 555, 569 (WD.N.Y.

1998) (plaintiffs’ strategic decision to not assert defense did
not show a | ack of opportunity to litigate it; “[plaintiffs]
cannot blane their silence on other parties”). Moreover,
plaintiff received notice during a series of telephone
conferences prior to the final pretrial conference that the class
action would be decertified. Plaintiff’s failure to include
issue or claimpreclusion in the joint pretrial order was thus
especi ally i nexcusabl e.

Nor has plaintiff shown that denial of perm ssion to anmend
the pleadings or pretrial order would result in manifest
injustice. On the contrary, allowng plaintiff to assert this
defense for the first time in the waning hours of this litigation
woul d be unfair to defendants, who have spent four years
preparing at great expense to try the case on the nerits.

Mor eover, the purpose of issue and claimpreclusion is to pronote
judicial efficiency, a goal which would not be advanced by
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allowng plaintiff’'s defense to be raised in the mddle of trial.

See Davis v. Cty of Chicago, 53 F.3d 801, 803 (7th Cr. 1995)

(“Preclusion serves a vital purpose, inducing people to conbine
clains and theories that are efficiently litigated jointly, and
preventing the waste of judicial resources (and the adverse
parties’ tinme) that sequential suits create.”). This litigation
has al ready ended, and preclusion would not serve its intended
pur pose.

This case bears a striking simlarity to Evans v. Syracuse

Gty School Dist., 704 F.2d 44 (2d Cr. 1982). In Evans, the

defendant in a Title VII action asserted a cl ai mpreclusion
defense nearly three years after the defense could have been
first asserted and six days before trial. Nonetheless, the
district court granted the defendant |eave to anend its answer to
i ncorporate the defense. The Court of Appeals reversed, finding
that the district court abused its discretion in granting | eave
to anend. The court concluded that defendant had offered no
satisfactory explanation for its delay in raising the defense and
that plaintiff had been prejudiced by expending tine and
resources on discovery and preparation for trial. 1d. at 46-47.
The sane concl usions can be drawn fromthe facts of this case,
and the sane result nmust be reached. Plaintiff has waived its

i ssue and cl ai m preclusion defenses.

C. The Def enses
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Even if plaintiff did not waive res judicata and coll ateral
estoppel, preclusion fails on the nerits. Neither claimnor
i ssue preclusion prevents defendants fromlitigating the validity
of plaintiff’s PILATES marKks.

Under the doctrine of claimpreclusion, or res judicata, “a
prior decision dismssed ‘on the nerits’ is binding in al
subsequent litigation between the sane parties on clains arising
out of the sane facts, even if based upon different |egal
theories or seeking different relief on issues which were or
m ght have been litigated in the prior action but were not."

Nort hern Assurance Co. of Am v. Square D Co., 201 F.3d 84, 87

(2d Gr. 2000) (quoting EFCO Corp. v. UW Mrx, Inc., 124 F. 3d

394, 397 (2d Cir. 1997)) (internal quotation marks omtted). A
judgnment of dism ssal pursuant to a settlenent agreenent can

constitute a final judgnent “on the nerits.” Anmal gamated Sugar

Co. v. NL Industries, Inc., 825 F.2d 634, 639-40 (2d Cr. 1987).

The doctrine of issue preclusion, or collateral estoppel,
“bars the relitigation of issues actually litigated and deci ded
in [a] prior proceeding, as long as that determ nation was

essential to that judgnent.” Central Hudson Gas & Elec. Corp. v.

Enpresa Naviera Santa S. A, 56 F.3d 359, 368 (2d G r. 1995).

| ssue preclusion has four elenents: (1) the issues of both
proceedi ngs nmust be identical, (2) the relevant issues nust have
been actually litigated and decided in the prior proceeding, (3)
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t here nust have been “full and fair opportunity” for the
l[itigation of the issues in the prior proceeding, and (4) the
i ssues nust have been necessary to support a valid and final
judgnment on the nerits. 1d. Plaintiff argues that the validity
of the PILATES marks was adequately litigated and decided in the
Foundati on case and thus cannot be relitigated in this case.
Nei t her cl ai mnor issue preclusion bars litigation of the
validity of the PILATES marks in this case because plaintiff has
not proven an essential elenent of both claimand issue
preclusion: that defendants were in privity with a party that
had adequate incentive and opportunity to litigate the previous

action. Haring v. Prosise, 462 U S. 306, 311, 103 S. . 2368,

76 L. Ed. 2d 595 (1983) (“[A]nmong the nost critical guarantees of
fairness in applying collateral estoppel is the guarantee that

the party to be estopped had not only a full and fair opportunity
but an adequate incentive to litigate ‘“to the hilt’ the issues in

question.”); Al pert’s Newspaper Delivery Inc. v. The New York

Times Co., 876 F.2d 266, 270 (2d G r. 1989).

The factors plaintiff cites to show privity include:
Endel man’ s status as president and founder of both the Foundation
and Current Concepts; Current Concepts’ financing of the
Foundation’s defense; and the Foundation's distribution of
vi deot apes produced by Current Concepts. Plaintiff argues that
t hese factors, conbined with the conmmon interest shared by
Current Concepts, Endel man, and the Foundation in challenging the
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Pl LATES mar ks, establish that defendants and the Foundation were
sufficiently connected to establish privity.

However, although defendants and the Foundation were closely
related, their interests with respect to litigating the validity
of the PILATES marks were distinct. Wile Current Concepts is a
| ong- st andi ng busi ness operated for profit, the Foundation was a
non-profit menbership organi zati on operated for educational and
charitabl e purposes. The Foundati on was financed by
contributions fromits 120 nmenbers, while Current Concepts is
financed by its equi pnent and ot her product sales. The
Foundation and Current Concepts kept different books, nmaintained
separ ate bank accounts, and had different accountants and
attorneys. This evidence shows that Current Concepts and the
Foundati on were distinct organizations with distinct financial
i nterests.

Even nore inportant to a show ng of lack of privity are the
facts relating specifically to the Foundation litigation.
Plaintiff’s suit against the Foundation exhausted the
Foundation’s limted funds, giving it a powerful incentive to
settle the case despite receiving financial support from Current
Concepts during the brief duration of the litigation. Endel man
consulted with the Foundation’s nenbers before agreeing to settle
the case on the Foundation’ s behalf. Froma commerci al
perspective, the stakes were rmuch |ower in the action against the
Foundation than in this case, creating “little incentive to

79



defend vigorously.” Parklane Hosiery Co. v. Shore, 439 U S. 322,

330, 99 S. ¢. 645, 651, 58 L. Ed. 2d 552 (1979). This
conclusion is confirnmed by the realities of the respective
l[itigations: the Foundation case |asted six nonths and invol ved
only one defense (with respect to a prelimnary injunction) and
m ni mal notion practice, while this case has |asted over four
years and has invol ved extensive discovery, several defenses,
numer ous counterclains, a certified class action, and an el even
day bench trial.

Addi tionally, although the Foundation settl enent agreenent
expresses an intent to preclude the Foundation from chall engi ng
the validity of any of the PILATES marks, it evinces no such
intent to preclude chall enges by Endel man or Current Concepts.
Prior to the settlenment, plaintiff discussed a global settlenent
with Current Concepts, Endel man, and the Foundation. Defendants
rejected the offer. After the Foundati on case was settl ed,
def endants continued their settlenment discussions with plaintiff.
Plaintiff sued defendants approximately one nonth after the
settlenent, and as di scussed previously, did not raise claimor
i ssue preclusion until nore than four years later. These facts
show that plaintiff, defendants, and the Foundation clearly
understood the settlenent agreenent to bind only the Foundati on.

In view of the Foundation's significant interest in settling
its case, it cannot be concluded that Current Concepts or
Endel man was “adequately represented” in that action.
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"[Rl epresentative capacities nust be held separate in order to
ensure vigorous pursuit of litigation w thout concern about the
possi bl e inpact on other interests.” 18 Charles A Wi ght,
Arthur R MIller & Edward H Cooper, Federal Practice and
Procedure 8 4451. The corollary to this principle is that
representative capacities nust also be held separate to all ow

appropriate settlenent of litigation wthout concern about the

possi bl e i npact on other interests. This policy would not be
furthered by hol ding defendants to be in privity with the
Foundat i on.

The incentives to litigate the two cases were vastly
different. It would be unfair to bind defendants to a settlenent
agreenent in which they specifically declined to participate and
had little financial interest in joining. Accordingly, plaintiff

cannot prove a required elenment of its preclusion defenses.
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CONCLUSI ON

I n accordance with the foregoing findings of fact and
conclusions of law, the Cerk shall enter judgnent for defendants
on all of plaintiff’s clainms. The Cerk shall direct the United
States Patent and Trademark O fice to cancel Pilates, Inc.’s
regi strations for the PILATES service mark (Reg. No. 1, 405, 304,
regi stered August 12, 1986) and the PILATES equi pnent nmark (Reg.

No. 1,907,447, registered July 25, 1995).

SO ORDERED.

Dat ed: New Yor k, New Yor k
Cct ober , 2000

M RI AM GOLDVAN CEDARBAUM
United States District Judge
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